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CHDA DRAFT ANNUAL REPORT 2018/19 FINANCIAL YEAR 


Purpose: 

To submit the 2018/19 Chris Hani Development Agency Draft Annual Report to the Council for 
approval. 


Authority: 

Chris Hani Development Agency 
Chris Hani District Municipality 


Legislative framework 

MFMA Section 88 (1) 

Midyear budget and performance assessment.— 

(1) The accounting officer of a municipal entity must by 20 January of each year- 

fa) Assess the performance of the entity during the first half of the financial year, taking into 
account— 

(i) The monthly statements referred to in section 87 for the first half of the financial 
year and the targets set in the service delivery, business plan or other agreement 
with the entity’s parent municipality; and 

(ii) The entity's annual report for the past year, and progress on resolving problems 
identified in the annual report; and 

(b) Submit a report on such assessment to— 

(i) the board of directors of the entity; and 

(ii) the parent municipality of the entity 

2. The report referred to in subsection (1) must be made public 


Background: 

The CHDA was established in 2012 and is the Chris Hani District Municipality’s local economic 
development agency. As such the role of the CHDA is to support the objectives of the CHDM in 
transforming the economy of the district. 
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The CHDA thus operates at the following levels: 

• Macro-level: The CHDA’s strategic framework is therefore in line with the strategic 
objectives and targets of government, and 

• Micro-level: That deals with the area of operation and its demographics, Economic Growth 
& Transformation and Economic Landscape, 


Therefore the CHDA has positioned itself as: 

• A provider of customised solutions for economic development challenges 

• An adviser, facilitator, and enabler for public and private co-operation 

• An entry point for District - local economic development 

• A one stop service provider for investment opportunities 

The function of the CHDA therefore stems from the Chris Hani District Development 
Agenda, with the primary focus of facilitating local economic development through mainly 
agriculture and agro - processing initiatives which also include key aspects associated with 
scarce skills development, investment promotion and industrialisation. 


Agency Mandate and Strategic Focus 

Agency Mandate: Rebranding of the district as a regional food production hub and leader in 
the realisation of rural - based economies by: 

• Developing Viable Agricultural Clusters 

o Operationalization of the four big Irrigation Schemes namely Ncora, Qamata, Bilatye 
and Shiloh 

o Expanding the number of new hectares under production of crops, fruit, vegetables 
and grain, with emphasis on yield management through new technologies 
o Livestock improvement programmes to support in-district processing facilities 

• Sector - specific scarce skills development to support economic activity in the 
district 

o Running of CHDM Bursary Fund 
o Implementing learnerships and internships 


• Industrial and Investment Promotion 

o Leading Implementation of Industrial Park programme in the District 
o Spearheaded the Agripark Programme 
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Strategic Focus: planned outcomes informed the strategic direction of the agency over the 
last 5 years of operations, and these strategic programmes are aligned to the parent 
municipality's I DP objectives. 


These strategic programmes are: 

o To develop a proficient and viable organization 
o To develop viable and sustainable rural economies 
c To facilitate investment promotion and SMME development 
o To facilitate development of sector - specific scarce skills 

o To develop strong stakeholder and community engagement for increased public 
accountability 

Exposition of Facts: 

The annual report provides an assessment of the agency’s performance in the period starting 1 
July 2018 to 30 June 2019, against these identified strategic programmes, and reflect in depth on 
areas of non-performance, so that remedial action can be taken timeously to ensure planned 
objectives are realized by 30 June 2019. 

The agency’s final adjusted assessed performance for the period 1 July 2018 to 30 June 2019, is as 
follows: 

Achieved: 70.00% (100% or greater completion of planned outputs due by end June 2019) 

Partially achieved: 14.00% (76 - 99% completion of planned outputs due by end June2019) 

16.00% (less than 75% completion of planned outputs due by end June 2019) 


Summary Organisational Performance _ 2018-2019 


Not Achieved, 
16% 


■ Achieved 



Achieved, 

io% 


Part Achieved 


* Not Achieved 


Figure 1 _ Adjusted Organisational Performance Summary _ 2018-2019 
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The chart above indicates the status of key output deliverables at 30 June 2019. A detailed 

look at these figures is explained below: 

■ A total of 30 deliverables of the 43 (70%) identified for the year have been achieved to 
within 100% or above of the annual target. Of the number of targets achieved, a total of 
11 of the 30 (37%) have been achieved above the required performance metric (achieved 
above target). 

■ A total of 6 deliverables of the 43 (14%) identified for the year have been partially achieved 
to within 76-99% of the annual target, and 

■ A total of 7 deliverables of the 43 (16%) identified for the year have been not been 
achieved, as they have fallen within 0-75% of the annual target. 

In compiling the performance figures, the organizational performance was reviewed against 

the individual performance by programme, across each of the 5 key programmes in 2018- 

2019. 

The performance by programme can be summarized as follows: 

1) To develop a viable and proficient organization 

2) To develop viable and sustainable rural economies 

3) To facilitate investment promotion, SMME development and job creation 

4) To facilitate development of sector-specific scarce skills 

5) To develop strong stakeholder and community engagement for public 
accountability 


YTO Summary Organisational Performance^ 2018-19 



Targets for the 
year 



Part Achieved 

Not Achieved 



Strategic Programme 

2018*2019 

Targets Due by 
end year 

100% or > 

76%-99% 

75% or < 

Achieved 
Above Target 

% 

'PROG 1: 

TO DEVELOP A PROFICIENT AND VIABLE 
ORGANISATION 

15 

15 

10 

3 

2 

4 


>ROG 2: 

TO DEVELOP VIABLE AND SUSTAINABLE 
RURAL ECONOMIES 

8 

8 

6 

2 

0 

2 

33% 

PROG_3: 

TO FACILITATE INVESTMENT PROMOTION 
AND SMME DEVELOPMENT 

4 

4 

1 

0 

3 

1 

100% 

h PROG 4: 

TO FACILITATE DEVELOPMENT OF 
SECTORSPECIFIC SCARCE SKILLS 

6 

6 

4 

0 

2 

1 

25% 

TO DEVELOP STRONG STAKEHOLDER AND 
COMMUNITY ENGAGEMENT FOR PUBLIC 
ACCOUNTABILITY 

10 

10 

9 

1 

0 

3 

33% 

Total: 

43 

43 

30 

6 

7 




100% 


70% 

14% 

ie% 

11 

37% 


Figure 2 _ Detailed Organisation Performance by Strategic Programme _ 2018-2019 
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The detail above has been summarized below: 


Summary Performance by Strategic Programme 
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Part Achieved 


■ Not Achieved 


im 


PROG_l: 

TO DEVELOP A PROFICIENT AND 
VIABLE ORGANISATION 


PR0G_2: 

TO DEVELOP VIABLE AND 
SUSTAINABLE RURAL 
ECONOMIES 


PROG_3: 

TO FACILITATE INVESTMENT 
PROMOTION AND SMME 
DEVELOPMENT 


PROG_ 4: PROG_S: 

TO FACILITATE DEVELOPMENT TO DEVELOP STRONG 
OF SECTOR SPECIFIC SCARCE STAKEHOLDER AND 

SKILLS COMMUNITY ENGAGEMENT 

FOR PUBLIC ACCOUNTABILITY 


Figure 3 _ Comparative Organisation Performance by Strategic Programme _ 2018-2019 


Financial Performance 

These performance figures were achieved with the agency utilizing 84% of its overall budget, as 
follows: 


Source 

Budgeted 

Year to date 
Movement 

Available 

Budget 

% Spent 

Funds Received 

Project Expenditure 

44,660,904 

33,170,017 

11,490,886 

74% 

Budgeted 

Operational 

Expenditure 

23,226,114 

23,659,076 

432,962 

102% 

R 

67,522,224.00 

Programmes 

654,000 

594,738 

59,262 

91% 

Received 

General Expenses 

8,644,915 

9,373,178 

728,263 

108% 

49,434,741.35 

Repairs and 
Maintenance 

48,817 

48,021 

796 

98% 

% Received Funds to 
Budget 

Asset Finance 
Reserve 

130,000 

103,225 

26,775 

79% 

73% 

Employee 
Related Costs 

13,748,382 

13,539,914 

208,468 

98% 

Total Expenditure 

67,887,018 

56,829,094 

11,057,924 

84% 


Figure 4 _ Summary Financial Information _ 2018-2019 


However, it is worth noting that one of the key challenges for the year remains the non¬ 
receipt or late receipt of external funds, in which case, 2018-2019 saw the agency receiving 
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only 73% of its expected budget from third parties. A key enabler was the utilization of 
unspent grants / rollover funds from prior year. 

The next part of the report will indicate in detail areas of key achievement, and areas of non¬ 
achievement for 2018-2019, within each of the programmes’ key areas of focus. 


Key Performance Highlights 

• Good governance and efficient oversight structures: 

> Improvement in the annul strategic planning processes, with the annual strategic 
review being held with good attendance and inputs from key stakeholders, LM's and 
the parent municipality 

> Attaining unqualified audit opinion 

> Improvement on ICT governance due to establishment of ICT steering committee 
which has perform good work 

> 100% implementation of Internal Audit Plan 

> No deviation and irregular expenditure 


Programmes: 

> The piggery was finally populated with 200 animals, and a launch event held 

> The placement of weaners with farmers carried forward from last year was finalized, 
with 2 additional farmers being placed with animals over and above approved 
number 

> The insemination programme was implemented, with 567 animals being 
inseminated over 250 in previous year. At the end of Qtr4, 310 of inseminated 
animals were assessed, with a 57% confirmed in-calf / pregnancy diagnostic 

> A total of 353487 small stock animals were vaccinated in the period starting 
November 2018 to end June 2019 in a partnership between CHDM, CHDA and 
Talitha Pharma 

> The CHDA was able to provide ongoing technical support and monitoring to the 
pomegranate site in Mitford, and the Shiloh vineyard 

> The CHDA was able to recruit up to 369 CHD locals in its various programmes 
during the year, with the DEA project being the employer of the bulk of the EPWP 
workers. The rest were retained jobs from prior year in the QMC, Shiloh, 
pomegranate and ECDRDAR projects 

> The agency has continued to deliver on the implementation of the CHDM Mayor’s 
bursary fund in 2018-2019. A total of 24 students supported during the year 

> An additional 11 students participated in a CETA bursary programme for 
engineering studies 

> The CHDA hosted an internship with the Services SETA, where 25 youth were 
placed with various employers up to end June 2019 
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Kev Performance Challenges 


The key areas of non-performance up to the end of June 2019 were due to challenges within and 
outside of the agency's control, namely: 

> Limited generation of own revenue - resulting in high reliance on grant funding for 
operations, and an inability to access own funds in instances of donors not delivering 
on funding promises to enable service delivery. 

> Non-receipt of budgeted - for funds from programme donors, resulting in non¬ 
availability of budget for programme implementation and general underspending 

> Reneging on agreed terms by third parties and non-performance by development 
partners or third parties, who do not honor development priorities and deliverables 
set out in agreed MOU’s and SLA’s, resulting in programme non-performance. This is 
linked to under-developed internal ability to select partners, and monitor partner 
performance and take required legal action in instances of non-performance 

> Social issues and delays on irrigation scheme agreed working arrangements 
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Wav Forward 

The key areas of non-performance up to the end of June 2019 are due to areas within the CHDA’s 
area of control, and outside of its control: 


Non-Performance Issues Within Agency’s Area of Direct Control 

1) Improvement 

in own fund¬ 
raising for 

programmes 

Agency to consider: 

- Building internal skills associated with programme conceptualization, 
feasibility analysis, business planning and funding applications to help 
reduce reliance on handed-over projects, and non-receipt of promised 

funds. 

This will create project autonomy, and alternative sources of 
programme implementation funds 

2) Investment in 

skills and 

capacity of 

implementing 

resources 

Agency to invest more in: 

- Attracting and recruiting the right candidates with the right set of skills, 
which are needed for building distinct competencies and build 
organizational strengths 

- Training and development for implementation staff, to ensure that 
those who drive programmes are well-equipped with technical, 

financial and project-management capabilities 

3) Improvement 

in monitoring 

processes 

Agency to consider: 

- Allocating the responsibility of a strategic manager / performance 
officer or senior operations to a single individual on a full-time basis to 
ensure that programme and performance planning, monitoring and 
management of programme risks is managed daily and prioritized, so 
performance can be championed within the agency 

- Design improved methods of reporting by project implementers, linked 
to pre-approved key performance indicators on programmes. This 
function has to be driven and monitored by a key resource in the 
agency, so all reporting is not only reactive, but linked to solutions and 
counter-measures, and monitoring of high - importance / high - 
impact areas that could result in poor performance 

- Investment in advanced monitoring and evaluation training for those 
involved in project implementation 

- Investment in a monitoring and evaluation baseline study to identify 
benchmarks for performance planning, and performance review. This 
will help motivate a business case for the agency, and highlight key 

achievements 
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4) Improvement 

in partner 

selection and 

evaluation 

Agency needs to: 

- Create a formal method of selecting partners for development 
projects, so as to enter in meaningful MOU’s and SLA’s, given CHDA’s 

disappointments from third parties in the past. 

- All partnerships must be based on distinctive competencies so that all 

partnerships are mutually beneficial, and reduce the likelihood of non¬ 
performance on both parties 

- A formal method of vetting partners, and monitoring their performance 
under the terms of the MOU are necessary, so un-beneficial 
partnerships are cancelled timeously to mitigate associate strategic 
risk from non-performance 

5) Better 

Agency needs to: 

coordination 

- Find suitable means of engaging with the parent municipality and local 

and planning 

municipalities to better package development solutions and harness 

with CHDM 

shared budgets. 

and LM’s 

This would position the CHDA as an ally, rather than a competitor, and 

make working partnerships more feasible for all parties 

6) Better 

Agency needs to: 

documenting 

- Ensure better alignment between performance indicators and targets 

of lessons 

to ensure they do not conflict with each other in the APP 

learnt in APP 

- Ensure better selection of verification methods / POE items to be 

development 

applied in confirming realization of target. The selected POE must 
support both target and indicator to ensure that POE is found to be 

sufficient on review 


Governance 

The Board of Directors (Board) of CHDA represents the organization's system of corporate 
governance, and is ultimately responsible for the performance and affairs of the agency. 

• 7 members of the Board with 3 sub committees: 

> Projects Finance and Investment Committee (PFI) 

> Audit, Risk and Ethics Committee (ARE) 

> Human Resources and Remuneration Committee (HRR) 

• Board abeyance in December 2018 to February 2019 posed a risk to the Agency 

• Board and its sub-committees provided oversight role as per planned annual sittings 

• No sub-committees and board training conducted 
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Auditor General Report 


The agency has improved over the past few years on a governance, administrative and operational 
level. Although for 2018/19 financial year it has regressed from the clean audit status to Unqualified 
Audit Opinion with findings due to material findings on AOPO and compliance although the Annual 
Financial Statements did not have any material finding. 

Below is the audit status of the agency for the past 6 years 

S Qualified audit opinion in 2012/13 
■S Unqualified audit with findings on 2013/2014 
S Unqualified Audit Opinion with no findings (clean) 2015/16 
v' Unqualified audit opinion with findings in 2016-17 
v' Unqualified Audit Opinion with no findings (clean) 2017/2018 
S Unqualified audit opinion with findings in 2018/2019 


Attached with this report is the draft annual report with full details of the CHDA annual performance. 
Annual Financial Statement and the Audit Report 


Recommendation 

1 

- That the council approve the Draft Chris Hani Development Agency Annual Report 
for 2018/19 financial year. 
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Report from 
the CEO 



Mrs Nontembeko Mayekiso- 
Nomnganga 

Acting Chief Executive Officer: 
Chris Hani Development Agency 

XXX 

15November 2019 


(To insert updated photo and electronic signature for design) 

Over the years, the CHDA has moved from strength to strength, 
after having taken time to find its feet. There are good stories to 
tell that indicate that 2018-2019 was a prosperous year for the 
agency, despite some notable challenges. 

The 2018-2019 year was a challenging year for the agency, 
but the agency managed to achieve 70% of its set 
performance targets, utilizing 74% of its available annual 
budget. Non-performance was due to not receiving 
budgeted-for funds from funders, as the agency only 
received 73% of its budgeted income, as well as operational 
challenges resulting from vacancies in key positions, as well 
as non-performance by technical partners. 

Key challenges and highlights by programme were as follows: 

1. Programme 1: Creation of a Viable and Proficient 
Organisation 

This programme talks to finance and administration activities, and 
realised 67% level of performance against predetermined 
objectives for 2018-2019. Key highlights for the year were: 

• The agency maintained an unqualified audit opinion yet again, 
although there were key findings that resulted in regression 
from a clean audit opinion from previous 2 years 

• There were key improvements in the governance of ICT, due 
to the work done by the newly-established ICT steering 
committee in previous financial year. The year saw the 
implementation of an improved ICT strategy, and although 
there were some findings related to networking setup, the 
agency did not sustain any data losses, and the MSCOA- 
compliant systems were fully functional 

• Organisational funding strategy was developed in the previous 
financial year, but not implemented. The strategy led to the 
submission of over 11 funding applications to third parties, in 
an attempt for the agency to reduce dependency on grant 
income from parent, and raise funding for programme 
implementation 

• An HR strategy was developed to guide operations for the 
year, and although implemented, the agency back-tracked on 
its 17% vacancy rate at the end of the previous financial year. 
This was due to the approval of additional positions,that 
remained unfilled at 30 June 2019, resulting in a vacancy rate 
of 27%. 

• The agency implemented 100% of its approved internal audit 
plan, as well as commissioned ad-hoc assignments by the 
Board. 
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3. Programme 3: Investment Promotion, Enterprise Development and Job Creation 

This programme sits with the PMU, and forms part of the core business of the agency. This programme 
had a 25% performance rate to predetermined outcomes, mainly due to the absence of a project manager 
for half the year. 

• A funding application was submitted to the DTI for rollout of phase2 infrastructure improvement to the 
Komani Industrial Park in 2018-2019, and over R 40 million was approved in the first quarter of 2018- 
2019. This funding will help improve the industrial park, and may help bring much-needed job-creating 
investments into the area in future 

• The CHDA was also assisting the CHDM in the rollout of its SMME funding strategy, in a partnership 
with the CHDM 


• Finally, through its various initiatives, the CHDA managed to create over 300 new jobs on the DEA 
waste project alone, as well as keep over locals employed from prior periods, resulting in a total of 
just over 540 job opportunities created for locals. 


4. Development of Sector Specific Scarce Skills 

This programme had a 67% performance rate to predetermined outcomes. It’s worth noting the following 

achievements: 

• The CHDA continued with administration of the CHDM Mayors Bursary Fund and CETA Engineering 
bursaries 

• The external learnership and internship programmes from prior year came to a successful end, but 
new programmes were secured for 2018-19. 

• The artisan programme finally came to fruition, but challenges with meeting CETA requirements 
resulted in CHDA learners not being able to complete their trade certification before end June 2019 


5. Partnerships and Stakeholder Engagement 

This programme had a 90% performance rate to predetermined outcomes. 

During the year, the CHDA was actively participating in various development stakeholder engagement 
platforms in the district, comprised of various development and agricultural development stakeholders, as 
well as managing technical partnerships in programme and project implementation. The agency’s PR and 
communications strategy was also well executed, in an attempt to be more transparent to beneficiaries, 
partners, and the parent municipality. 

Despite die difficulty of not having a formal CEO for half the year, the agency still managed 
to operate and deliver on its mandate, as well as maintain its unqualified audit opinion status. 

Everyone at CHDA gave generously to the organisation’s development and achievements 
this past financial year. I am more than confident that they will do die same in future. For this, 
I extend my thanks and assure all of my colleagues that they will continue to enjoy my full 
support during my acting period. 

I recognise the contributions of all CHDA people at all levels in the organisation and, 
particularly wish to thank the CHDA Board and CHDM leadership for their continued advice 
and wise counsel. Together, we will succeed in taking CHDA to greater heights. 
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Shiloh Vineyard and Bottling Initiative 
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Public Finance Management Act 

Provincial Growth and Development Plan 

Sectoral Educational and Training Authority 

Special Economic Zones 

Small Micro and Medium Enterprises 

State Owned Company 
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The CHDM has not escaped the manifestations of inequality, poverty and unemployment. Consequently, 
based on the national and provincial strategies and plans the CHDM has developed a Regional Economic 
Development Strategy that seeks to address these socio-economic ills. 


Micro / District Level Considerations: 


Geographical Location: 

The Chris Hani District Municipality is land locked and is located in the north-eastern sector of the Eastern 
Cape. It includes parts of the former homelands in the previous dispensation and South Africa. The District 
includes major mountain ranges -the Stormberg and Bamboesberg Mountains near Sterkstroom and 
Molteno, as well as the Drakensberg north of Elliot. 



Map 1: Chris Hani District Positioning 


The District is surrounded by the District municipalities of Amatole, Cacadu, Joe Gqabi and OR Tambo. 
The District is made up of the following six local municipalities: Emalahleni, Engcobo, Intsika Yethu, Inxuba 
Yethemba, Sakhisizwe and Enoch Mgijima local municipalities, as indicated in the map below. 
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- Petrochemicals; and 

* Tourism. 

Within the framework of Provincial Development Industrial Strategy, New Growth Path and IPAP2 District 
and local municipalities identify priority sectors based on comparative and competitive advantages, and 
availability of natural resources. These sectors and priority projects are outlined in the Integrated 
Development Plan and Regional Economic Development Strategy of the District (REDS) and amongst others 
are agriculture, agro-processing, green economy and tourism. 

The economy of the Chris Hani District is relatively small, contributing only 0.5% to the South African 
economy and 7.6% to the Eastern Cape economy. The performance of the Chris Hani District has been 
satisfactory over the past decade or so, with an average annual growth rate between 2000 and 2010 of 3%. 
The 2008-09 recession had a marginal effect on the overall performance and growth rates dropped by -0.7% 
compared to the national average of -1.5% and provincial average of -1%. However, has been slower, with 
the growth rate of only 2.2% in 2010 (as opposed to a South African average annual growth rate of 2.8% 
and an Eastern Cape average annual growth rate of 2.3%). The District is heavily reliant on 
government/community services. This means that on aggregate, this is the sector contributing most to 
employment and economic growth rate (52%). A number of factors warrant this situation and chief amongst 
these is the rural setting of the District coupled with the educational levels of the population, particularly 
around entrepreneurial skills. 

As a result of the conditions prevalent in the District, the District has positioned itself as an 
agricultural area and has put greater efforts specifically within agriculture (crop production and dry 
land cropping as well as livestock farming), agro-processing and related industries. Unemployment 
is a major challenge in our economy. It is estimated to be about 57% and currently higher than that of the 
country at 37% and that of the EC Province at 51%, Due to high rates of unemployment there is a generally 
high dependence on grants and remittance (monies sent home by sons and daughters working in urban 
centres) as the main sources of household incomes in especially in the poor areas of the District. The Chris 
Hani Development Agency will therefore focus on facilitating economic growth on the identified 
areas and any other areas that could support this growth. 


Economic Landscape 

It can therefore be said that, despite challenges in the implementation of the strategic objectives of 
government in relation to local government, there is stability in the political space. 

Local municipalities derive their mandate from the Municipal Systems Act (2000), and for financial 
management they are guided by the Municipal Finance Management Act (2003). This allows for certainty 
and encourages accountability which are attributes that are attractive to external investors. 
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Value 

Underlying Principle 

Commitment 

To all we do, and the communities which we serve 

Honesty 

In all our dealings, and all our interactions with stakeholders 

Respect 

For ourselves, our brand, our stakeholders, development partners and 

communities which we serve 

Integrity 

In all our actions, dealings and delivery of programmes and interventions 

Sincerity 

In all we do, with a genuine concern and desire to meet the needs of the 

communities which we serve 

Humanity 

In our understanding and empathy for the needs of our community 

Accountability 

In all that we do, to our shareholder, communities we serve, and the general 

public 

Nurturing 

For our communities and vulnerable groupings of society 

Innovation 

In constantly seeking to improve what we do, how we do it and how best we 

can deliver to the communities which we serve 


Mandate and Development Outcomes 

The development mandate of the agency has determined the planned outcomes of the agency’s 
existence, with the key deliverables being to: 

• Leverage funding for development initiatives in Chris Hani District 

• Secure financial viability for the agency through realisation of own revenue to support 
development projects 

• Rebrand the district as a food production region with an emphasis on the realisation of 
rural - based economies through: 

Operationalisation of the four big Irrigation Schemes namely Ncora, Qamata, 
Bilatye and Shiloh 


Annual Report 

CHDA 2018-2019 _ Pre-Graphic Design Draft 
























Page 22 of 147 



includes having a solid financial viability plan in place, for operational and 
programme - implementation going forward. 

In pursuit of this the CHDA plans to achieve the following: 

1. Develop and implement innovative fundraising and co-funding 
initiatives for CHDA programmes and projects; and 

2. Develop comprehensive project pipeline of own • revenue generation 
initiatives through exploitation of the Agency Function, where the 
CHDA develops in-house project management capacity to allow for 
positioning as a preferred implementer of development projects, at a 
fee, so as to reduce the reliance on operational grants from the CHDM 
as well as other organs of state 

2_ To develop 

viable and 

sustainable rural 

economies 

The core business of the CHDA is the conceptualisation and delivery of 

projects that will contribute to the economic transformation of the Chris Hani 
District. This will be achieved through leveraging funding from the parent 
municipality, provincial and national departments and other institutions in the 

development finance space, for implementation of high impact development 

projects, geared towards development of rural economies, job creation and 
development of economic - enabling or economic development support 

infrastructure. 

Towards realisation of this goal, the CHDA has identified agriculture and agro 
processing linked to infrastructure and production support as strategic 
operational areas. The rationale is that high value agricultural activities and 
primary product beneficiation can be utilized to maximize the economic 

benefit to rural - based communities. 

As a result, the operational emphasis for the remaining three years of this 
strategic framework will be the facilitation and implementation of 
programmes that will; 

1. Ensure the operationalization of the four main irrigation schemes in 

the Chris Hani District, namely Qamata, Ncora, Bilatye and Shiloh 

irrigation schemes, 

2. Enable increased production of high value crops, fruit, vegetables and 
grain. This will allow for high volumes of primary production, to allow 
for the re-branding of the four key irrigation schemes as dedicated 
centers of large - scale food production, as well as primary input 
suppliers for agro-processing initiatives 
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4_To facilitate 
development of 
sector- specific 

scarce skills 

It has been identified that in order for rural communities to be uplifted, 
community skills development is important to target both individuals and 
community-based enterprises. 

This will be achieved by CHDA strengthening its position as the principal co¬ 
ordinator for accredited academic and multi - sectoral vocational skills 

training within the region. 

This will be achieved in partnership with the SETA’s and Institutions of Higher 
Learning, with the focus being on producing maximum possible number of 
graduates in scarce skills, and building technical and vocational abilities and 

related small enterprises in rural communities. 

Key initiatives will be on: 

1) Managing the Chris Hani District Skills fund (Bursary fund); 

2) Facilitate leanerships and internships in partnership with different 

SETA’s; 

3) Co-ordination of Career seminars and symposium in partnership with 
institutions of higher learning and FET’s, and 

4) Boosting the level of accreditation and certification of artisans, which 
will allow young people to be employable, or create own businesses 

from their trade 

5_To develop 

strong 

stakeholder and 

community 
engagement for 
increased public 
accountability 

The CHDA operates in the local government sphere - a highly political and 
diverse stakeholder environment with differing expectations amongst various 
stakeholders that need to be managed to ensure impact and sustained 
relevance of the organisation. 

Secondly in order to implement and galvanize support for projects, there is a 
need to attract partners. Therefore, the target is to have strategic and 
functional partnerships at community level, all three spheres of government, 
DFi's, financial institutions and foreign donor organisations 

Key initiatives will be on: 

1) Social facilitation to ensure development projects are implemented in 

a conducive environment. 

2) Participation in engagement platforms that bring interest groups and 
decision makers together to facilitate alignment of activities and 

ensure information flow. 
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APPROVED ORGANOGRAM _ END JUNE 201ft 
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Part 2: 

Board, Leadership and Management 


Corporate governance embodies processes and systems by which municipal entities are directed, controlled 
and held to account. In addition to legislative requirements based on the applicable enabling legislation, and 
the Companies Act, corporate governance with regard to the CHDA is applied through the prescripts of the 
Municipal Finance Management Act (MFMA) and run in tandem with the principles contained in the updated 
King IV Report on Corporate Governance. 


2.1 The Accounting Authority / Board of Directors 


The Board of Directors (Board) of CHDA represents the organisation’s system of corporate 
governance, and is ultimately responsible for the performance and affairs of the agency. Good 
governance is regarded as critical to the success of the CHDA, and the Board is unreservedly 
committed to applying the fundamental principles of good governance in every way. This 
involved ensuring transparency, integrity, accountability and responsibility in all dealings by, 
and on behalf, of the CHDA. 

The Board embraces the principles of good governance as set out in the King Code of Governance 
for South Africa 2009 and the King Code of Governance Principles (collectively known as King III), 
and seeks to comply in all applicable aspects to the MFMA, as well as national Treasury regulations, 
as amended. 

The current Board assumed office in early 2014. The Board comprises 8 members, who were 
appointed by the Shareholder, the Chris Hani District Municipality (CHDM), who are all skilled in 
various disciplines, and stem from multiple background, thus bringing an eclectic and highly skilled 
mix of experience, and required levels of technical expertise. 


2.1.1 The Board Charter: 


The CHDA Board Charter defines the governance parameters within which the Board exists, sets out 
specific responsibilities to be discharged by the Board collectively, as well as certain roles and 
responsibilities incumbent upon the directors as individuals. The Board Charter further serves to 
ensure that all members of the board, agency management and staff, and other stakeholders are 
aware of the duties and responsibilities of the Board, as well as the basis upon which it interacts with 
Management in order to give effect to its obligations to the shareholder. 

The Board Charter sets out the board governance principles and parameters within which the board 
operates, and constitutes an integral part of setting out the composition and meeting procedures for 
the Board. 
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• Identifying key performance and risk areas, and monitoring the agency’s performance 
against agreed objectives (including the assessment of the evaluation of the performance 
of executive management in terms of defined objectives) ensuring that the strategy will 
result in sustainable outcomes; 

• Providing effective leadership based on an ethical foundation; 

• Ensuring that the agency's ethics are managed effectively; 

• Retaining full and effective control over the agency, and monitoring Management's 
implementation of the strategic plans and financial objectives as defined by the Board; 

• Defining levels of delegation of authority to Board sub-committees and management and 
continually monitoring the exercise of delegated powers; 

• Ensuring that a comprehensive system of policies and procedures is in place and that 
appropriate governance structures exist to ensure the smooth, efficient and prudent 
stewardship of the agency and its business; 

• Ensuring compliance by the agency with all relevant laws and regulations, audit and 
accounting principles, the approved code of conduct, and such other principles as may 
have been established by the Board from time to time; 

• Ensuring that the agency has an effective and independent Audit and Risk Committee 
and that there is an effective risk-based system of internal audit; 

• Being responsible for information Communication Technology (ICT) governance; 

• Being responsible for the governance of risk and regularly reviewing and evaluating the 
risks to the agency and ensuring the existence of comprehensive, appropriate internal 
controls to mitigate against such risks; 

• Acting in the best interests of the agency by ensuring that individual directors: adhere to 
legal standards of conduct; 

• Are permitted to take independent advice in connection with their duties following an 
agreed procedure; 

• Disclose real or perceived conflicts to the Board and dealing with them 
accordingly; 

• Exercising objective judgement on the business affairs of the agency, independent from 
management but with sufficient management information to enable a proper and 
informed 

• Ensuring that the agency is and is seen to be a responsible corporate citizen by having 
regard to not only the financial aspects of the business of the agency but also the impact 
that the business operations have on the environment and the society within which it 
operates; 

• Identifying and monitoring non-financial aspects relevant to the business of the agency 

• Ensuring the integrity of the agency’s Annual Report; 

• Evaluating the performance of the Chief Executive Officer; 

• Together with the CEO evaluating the performance of the Board Secretary; and 
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(Left to right) 

Phumxlle Songo Board Mam bar) Nokulunga Skeyf Board Che rparson! Thukala Mashologu (Chief Executive Office- Vuyelwa Matal Szn Board Member), Tahltllo Ramabulana Board Mambar Singa 
Ngqwala (Board Mambar) and Mafuza Slgabl (Board Mamba 
Abaaot Fungal Hluyo (Board) 
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First Names 

Mr Mafuza Sigabi 

CHDA Governance 

Position 

Board Member 

Educational Qualifications 

Councillor Development Programme 

Professional Memberships 

IODSA 

Other Governance 

Positions Held 

Non-executive Director (JOGEDA) 

Chairperson of SALGA Eastern Province 

Chairperson of Stormberg District Council 

Last 3 Employment 
Positions Held 

Executive Mayor - CHDM 

Summary Experience 

Over 15 years gained in local government leadership 
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First Names 

Mr Pumzile Songo 

CHDA Governance 

Position 

3oard Member 

Educational Qualifications 

Advanced Corporate Law, LLD and BJuris 

Professional Memberships 

Cape Law Society 

Other Governance 

Positions Held 

Member - Lovedale TVET College Council 

Last 3 Employment 
Positions Held 

Presiding Officer (CCMA) 

attorney of the High Court 

Summary Experience 

Over 23 years gained in legal profession, as well as governance structures 
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First Names 

Ms Vuyelwa Viola Matsiliza 

CHDA Governance 

Position 

Board Member 

Educational Qualifications 

Secondary Teachers Diploma MBL, Hons (BA Economics - CumLaude), BA 

Professional Memberships 

IODSA 

Other Governance 

Positions Held 

Board Member (ECIC) 

Last 3 Employment 
Positions Held 

Executive Manager - Wholesale Lending - sefa (Nov 2013-Apr 2019) 

Summary Experience 

Over 28 years gained in banking, development finance and education 
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board in identifying high impact strategic programmes, as well as the programming performance of 
the agency in meeting in strategic objectives. 

The committee convenes on a quarterly basis as required. The committee performed well and 
conducted all the necessary reviews and approvals for the year under review. 


2.2 Board Remuneration 


The composition of the Board reflects a variety of skills and experience that are required to govern the 
CHDA, and provides the much needed strategic direction to take the entity to the next level. Amongst 
these skills are: Accounting, Auditing and Municipal and Development Finance, Strategy, Human 
Resources Management, Agricultural Economics, Economic Development, Performance 
Management and Risk Management,. 

Some of the members have to take time from their own private practices and full - time employment 
in key positions, in order to support the agency, and this comes at a cost that cannot easily be matched 
at times. Failure to recognise this fact through narrowing the gap between revenue streams might 
compromise the quality of Board members that the CHDA is capable of attracting. The Board thus 
comprises of highly committed members who are capable of engaging meaningfully with the activities 
of the agency at a strategic level and provide the necessary guidance to management. 


Remuneration made to Board members during the period 2018-2019 is as follows: 


BOARD REMUNERATION / DIRECTORS EMOLUMENTS 
01/07/2018 - 30/06/2019 



Designation 

Sitting Fees 

Mileage 

Other 

Refunds 

Gross 

Skeyi, N 

Board Chairperson 

180,750.00 

21,123.30 

- 

201,873.30 

Sigabi, MS 

Board Member 

132,000.00 

15,824.00 

101.00 

147,925.00 

Ngqwala, SM 

Board Member 

58,000.00 

12,864.00 

- 

70,864.00 

Matsiliza, W 

Board Member 

47,000.00 

848.00 

180.00 

48,028.00 

Mushohwe, F 

Board Member 

47,000.00 

8,797.20 

- 

55,797.20 

Songo, P 

Board Member 

86,000.00 

13,455.00 

* 

99,455.00 

Ramabulana, RT 

Board Member 

62,000.00 

15,200.00 

155.00 

77,355.00 



612,750.00 

88,111.50 


|70l!j97.5(9 


Table 1: Schedule of Directors Fees _ 2018-2019 


2.3 Board Evaluation and Performance 


Although individual board members are appointed on a 3 year term, performance evaluations of the 
board as a whole and of individual members are conducted on an annual basis. 
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and knowledge in the economic development and agribusiness. His economic development 
experience has been gained at Nestle', Fort Cox College of Agriculture and Forestry , the Chris Hani 
District Municipality as LED Manager after which he joined AsgiSA EC and later acted as Chief 
Operation Officer of the ECRDA. 

He then ventured in Business Finance sector having worked for IDC as a Senior Regional Officer for 
the EC. He currently sits on the boards of the Mohair Trust and Mohair Empowerment Trust, and has 
acted as deputy chairman for the Eastern Cape Ostrich Producers Organisation (ECOPA) and was a 
member of the Ostrich Business Chamber, the Integrated Meat Processors of the Eastern Cape 
(IMPEC), and the Tsitsikamma Development Trust. 

Thukela holds a Master’s in Business Administration (MBA) from the Nelson Mandela Metropolitan 
University, BSc in Agricultural Economics from the University of Fort Hare, Diploma in Farm Business 
Management from Fort College of Agriculture and Project Management Diploma from Tshwane 
University of Technology. 


Nontembeko Mayekiso - Nomnganga (Chief Finance Officer) 

Mrs Nomnganga is the Chief Financial Officer (CFO) at the Chris Hani Development Agency. Prior, 
she worked for the parent municipality, Chris Hani District Municipality, for 11 years, from intern to the 
position of Deputy Director Annual Financial Statements. 

She has vast knowledge on the processes and functions within local government, and holds a National 
Diploma in Cost and Management Accounting and a BCom Accounting Degree from Walter Sisulu 
University, previously known as the University of Transkei. 

She also holds a Certificate Program in Management Development (CPMD) endorsement from Wits 
Business School. She is also currently a member of the Chris Hani District Municipality Planning 
Tribunal 


Zolile Duze (Executive Manager Operations) 

Mr Duze is currently employed as the Executive Manager Operations (EMO) at the Chris Hani 
Development Agency, after a few years as General Manager at GFADA. He is an Agribusiness 
Practitioner with 13 + years' experience in developing small scale fanners through market linkages, 
capacity building and skills development to commercialize their farming operations. 

He participated in the land reform programme restructuring and support in the Free State, KwaZulu 
Natal and Limpopo Provinces, through resource mobilization from Public and Private Sector 
partners. He has served as a Ministerial Trustee in the Sorghum Trust National Agricultural Marketing 
Council, Essential Oils Incubator Programme, South African Grain Information Services (SAGIS) and 
the Transformation Committee for Winter Cereal Trust. 

He holds an Honours Degree in Agricultural Extension and Rural Development from Tshwane 
University of Technology, an Advanced Management Programme (MAP) from Wits Business School, 
National Diploma in Farm Management from Fort Cox College of Agriculture and Forestry, and a 
CPMD from Wits Business School. 
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Emerging Farmer Mechanisation Support 
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The agency thus closed with a 27% vacancy rate, due to non-filling of vacant positions, which include 
the CEO position. 


3.2.2 Employee Remuneration and Benefits: 

In an attempt to attract and retain talented employees, the Board approved the implementation of the TASK 
grading system in the remuneration of employees from September 2015. The TASK system was 
implemented, but reserved for formally employed employees, and excludes interns and contract positions, 
whose remuneration is aligned to the parent municipality. 

The structuring of the TASK system to remunerate employees was aligned to the Provident Fund and Medical 
Aid benefit systems, which were implemented from April 2015, with employee cost-to-company packages 
being restructured to incorporate basic, travel and cell-phone allowances where applicable, and contributions 
to a IS 01 cheque. 

The total of 93% budgeted for staff budget was expended, and allocation of employee costs for 2018-2019 
can be summarised as follows: 


Employee Costs 

1 July 2018 - End June 

2019 

Period 

Qtrl 

Qtr2 

Qtr3 

Qtr4 

YTD 

Budget 

3300002 (Performance Bonuses) 
3300>004 (Salaries and Wages - 
CTC) 

0.00 

3005032.00 

1014469.00 

0.00 

2380128.00 

0.00 

2493424.19 

1014469.00 

14441203.00 93% 

2956856.00 

f0835440.79 


3300>013 (Leave Pay Expense) 

149742.00 

47799.00 

0.00 

23046.33 

220587,33 


3300>014 (Acting Allowance 
Expense) 

3646.00 

0.00 

69797.00 

73352.55 

146795.55 


3300>010 (Staff Benefits - Medical 
Aid) 

113647.00 

111317.00 

113248.00 

110157.60 

448369.60 


3300>011 (Staff Benefits - 
Provident / Pension) 

187272.00 

204365.00 

160446.00 

169986.16 

722069.16 


3300>006 (Statutory - UIF Levies) 

10715.00 

10429.00 

9512.00 

10192.12 

40848.12 


3300>009 (Staff Health, Safety and 
Walfare) 

0.00 

110.00 

212.00 

400.00 

722.00 


3300>019 (Staff Gifts and Awards) 

0.00 

5204.00 

1952.00 

7156.40 

14312.40 


3300>005(SDL) 

0.00 

0.00 

0.00 

8315.60 

8315.60 



3470054.00 

4350549.00 

2735295.00 

2896030.95 

13451928,95 



Table 3 _ Schedule of Staff Costs _ 2018-2019 


Within this distribution, Executive Management remuneration accounted for 31% of the total payroll 
costs for 2018-2019. This is a drop room 35% in the previous year. 
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Medical Aid 

Number of Eligible 

Members End Qtr4 

Total 

LA Health 

15 

20 

Bonitas 

2 

Non-members (spouse / dependent) 

3 


Table 5 _ Medical Aid Membership Statistics _ 2018-2019 


Job Evaluation. TASK Grading and Remuneration Policy: 

The TASK grading / job evaluation was last conducted in 2015, and has to be re-visited as the 3-year 
period has lapsed since it was last implemented. This is due to possible amendments due to growth in the 
organisation, increased job deliverables and responsibilities of staff, as well as evolved level of autonomy / 
decision-making in daily operations. 

A deficiency has been identified in the HR - related policies. The CHDA does not have a remuneration 
policy in place, which guides the setting of remuneration amounts {aligned to TASK), revision of pay 
packages, as well as the structuring of salary packages. 


Policy Gap: 

A remuneration policy is in the process of being developed, and will be presented for approval as 
part of the policy review in 2019-2020. 


3.2.3 Employee Remuneration and Benefits: 


The agency developed a training and development plan for 2018-2019, which considers staff qualifications, 
level, as well as prior training investments made by CHDA, as well as approved budget, to make priority 
decisions on staff to train in 2018-2019. The agency implemented the plan, and at the end of quarter 4, 
12/14 (86%) of approved training initiatives were completed. A total of 14 staff members had undergone 
training, with a total of 5 staff members having attended the annual IMFO / Cigfaro conference 

Total expenditure on staff development and training in 2018-2019 was as follows: 


Training Costs 








1 July 2018-End 

June 2019 








Period 

Qtrt 

Qtr2 

Qtrt 

Qtr4 

VTD 

Budget 


2250>004 (Conference 
and Visits) 

0.00 

32799.00 

0.00 

0.00 

32799.00 



3000>007 (Board - 
Training and 

Development) 

0.00 

0.00 

80000.00 

0.00 

8000000 

343150.00 

100.46% 

3300>QQ6 (Staff Training 
and Development) 

135448.00 

6250.00 

68645.00 

1603.00 

231946.00 




13544800 

39049 00 

168645,00 

1603.00 

344745.00 




Table 6 _ Schedule of Staff Training and Development Costs _ 2018-2019 
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Career Seminar* and Exhibition* 
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The value of the Contracts Orders as at 30 June 2019 was R 2 379 202 Contracts orders were issued for 
Traveling, Branding, Public Relations and Communication services. 

There were no closing commitments of Contract Orders but only Creditors of R 167 104.22. 


3.2.4 Deviations, Irregular Expenditure, Fruitless and Wasteful Expenditure 

The SCM Policy Section 50.1 and the MFMA: Municipal SCM Regulation 36 states that the Accounting 
Officer may dispense with the official procurement processes established by this Policy, and procure any 
required goods or services through any convenient process, which may include direct negotiation, but only 
in respect of: 

• any contract relating to an emergency where it would not be in the interests of the Municipal 
entity to invite bids, 

• any goods or services which are available from a single provider only, 

• the acquisition of animals for zoos, or 

• the acquisition of special works of art or historical objects where specifications are difficult 
to compile; 

• any other exceptional circumstances where it is impractical or impossible to follow the official 
procurement process, and 

• Ratify any minor breaches of the procurement processes by an official or board acting in 
terms of delegated powers or duties which are purely of a technical nature. 

• The accounting officer must record the reasons of any deviations in terms of the policy 
mentioned above and report to the next meeting of the board and include as a note to the 
annual financial statements 

However, by the end of the entire 2018-2019 financial year no procurement deviations had been processed 
within the Agency. 

Section 1 of the MFMA defines irregular expenditure as an expenditure incurred by municipal entity in 
contravention of, or that is not in accordance with a requirement of the supply chain management policy of 
the entity. Although a transaction or an event may trigger irregular expenditure, a municipality or municipal 
entity will only identify irregular expenditure when a payment is made, in other words, the recognition of 
irregular expenditure will be linked to a financial transaction. If the possibility of irregular expenditure is 
determined prior to a payment being made, the transgression shall be regarded as a matter of non- 
compliance. The same applies to the determination of the fruitless and wasteful expenditure. 

During the entire 2018-2019 financial year one Irregular Expenditure of a value of R1 904.29 was identified 
within the Agency. An amount of R 952,15 had been recovered by the 30 m June 2019 and the balance of 
another R 952,15 will be recovered from the affected official during July . 

There were eight Fruitless and Wasteful expenditure which were identified during the 2018-2019 financial 
year. 

The details of the Fruitless and Wasteful expenditure which had a total value R 878 256.22 as at 30 June 
2019 are clearly outlined in the Annual Financial Statements, stemming from a SARS income tax non- 
compliance going back to 2017 financial period. 


Annual Report 

CHDA 2018-2019 _ Pre-Graphic Design Draft 



Page 54 of 147 


s Emalahleni Local Municipality, Engcobo Local Municipality and Intsika Yethu Local Municipality 
participated fully in our programme as well as the Provincial Treasury, the mentioned Public Entities, 
the two Banks and the CHCDC 

s CHDM’s Business Development Unit unfortunately did not attend the programme after they had 
promised that they would make a present on their Business Development services. We received an 
apology from the CHDM officials after we called them during the proceedings of the programme 

s Enoch Mgijima Local Municipality, Inxuba Yethemba and Sakhisizwe unfortunately did not 
participate in the programme without any apologies 

s The objectives of the Suppliers Engagement Day Programme were: 

o To create a platform for presenting our MFMA environment requirements for engaging in 
business with suppliers 

o For CHDA, CHCDC, CHDM, Local Municipalities and Public Entities to present business 
opportunities and business support programmes which they offer 

o For SARS to present the suppliers Tax related obligations and the support services that are 
offered at SARS 

o For Banks to present their services for business entities and funding packages which they 
offer 

o To create a platform for suppliers to get clarity and raise recommendations to municipalities 
and the municipal entity especially on Supply Chain Management related issues 

o To create a platform for suppliers to set-up Promotional Stalls for show casing their goods 
and services 

s Six SMME’s benefited from the procurement of the programme’s logistics and catering services 

s A budget of R 59 500 was utilised for the procurement of the logistics and the programme notices 
publication services 

* CHDA earned revenue of R 1 800 from the Promotional Stalls registration fees. 


3.2.7 Fleet Management 

The CHDA Fleet which was managed by our SCM office during the 2018/19 financial year includes a VW 
Polo Sedan, an Isuzu Club Cab and an Isuzu Double Cab only 

• The Fleet which was used at the Qamata Mechanisation Centre was managed by the staff who 
worked at the Centre 

• The utilisation administration and the maintenance of the three mentioned vehicles were functions 
which were the responsibility of the SCM Office in line with the Fleet Management Policy 

• On a monthly basis, the SCM office draft a Fleet Management Report which indicates the vehicles 
technical services data, repairs data, accidents data, licencing data as well as the monthly fuel 
consumption expenditure 
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Corporate Governance of ICT Policy Framework (CGICTPF) 

The Department of Public Service and Administration’s (DPSA) Corporate Governance of ICT Policy 
Framework (CGICTPF) as adopted by the South African Cabinet on 21 November 2012. The 
Framework requires departments to implement the corporate governance of ICT (CGICT) and 
Governance of ICT (GICT) as an integral part of its corporate governance arrangements by March 
2015. This requires that organisations: 

• define, establish and align the IT Governance framework with the overall enterprise governance 
and control environment (Strategic Alignment, Value Delivery, Resource Management, Risk 
Management, and Performance Measurement) 

• base the framework on a suitable IT process and control model and provide for unambiguous 
accountability and practices to avoid a breakdown in internal control and oversight 

• confirm that the IT Governance framework ensures compliance with laws and regulations and is 
aligned with, and confirms delivery of the enterprise’s strategies and objectives, and report on IT 
Governance status and issues 


King Code of Good Governance 

King 3 & 4 paragraph 5 of principle 5.1 IT Governance state that The board should understand the 
strategic importance of IT, assume responsibility for the governance of IT and place it on the board 
agenda. IT governance is on the Board agenda and is discussed at every Board meeting”. This is 
best done by making sure that the board operates with IT governance in mind: 

• ensuring IT is on the board agenda; 

• challenging the management's activities with regard to IT, to make sure IT issues are uncovered; 

• guiding the management by helping it to align IT initiatives with real business needs, and ensuring 
that it appreciates the potential effect on the business of IT-related risks; 

• establishing an IT strategy committee with responsibility for communicating IT issues between the 
board and the management; and 

• Insisting that there be a management framework for IT governance based on a common approach, 
for example, COBIT. 


3.3.2 Implementation of Approved ICT Strategy 


The annual ICT plan is based on an ICT risk assessment conducted at the start of the year. Clear action 
plans are developed covering each ICT focus area, and these are tracked on a monthly and quarterly basis. 
There was a regression at the end of the third quarter, where significant findings from an ICT audit revealed 
key network and security improvements required, resulting in an overall 87% implementation of the ICT plan 
for 2018-2019. 

There were no major ICT projects implemented during the year. 

During the 2018-2019 period, the movement over ICT governance was as follows: 
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End Quarter 4 

Items 

No 

Compliant 

Issues Identified 

Number of ICT action plan items ongoing and 
due by end year _ 30/06/2019: 

31 

27 

87% 


Analysis of ICT areas found to be non- 
compliant by end year _ 30/06/2019 

4 

13% 

ICT governance 

0 

ICT security 

2 

Patch updates outside of normal software 
licensing 

Audit software report not fully reviewed on 
monthly basis 

ICT user account management 

0 


ICT system change management 

0 


ICT business continuity 

0 


ICT service continuity 

0 


ICT network and infrastructure 

2 

Old server not de-commis$ioned timeously 
after introduction of new server 
infrastructure 

Access control rights not transferred to in- 
house, retained by external security 
provider 

Telephony and comms infrastructure 

0 


Website and hosting 

0 

Issue under web-hosts patch management 
raised under security 
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STATEMENT OF 

RESPONSIBILITY FOR PERFORMANCE 
INFORMATION 

In terms of the requirements of the municipal Finance Management Act (MFMA) 56 
of 2003, the Accounting Authority presents the Annual Report of the Chris Hani 
Development Agency for the period 1 July 2018 to 30 June 2019, to the Executive 
Authority, the Chris Hani District Municipality Council. 

To the best of our knowledge and belief, we confirm the following: 

• All information and amounts disclosed in the annual report are consistent with the annual financial 
statements and performance report audited by the Auditor General 

• The annual report is complete, accurate and free from any omission 

• The annual report has been prepared in accordance with reporting guidelines issued by National 
Treasury 

• The accounting authority is responsible for the preparation of the annual financial statements, and 
the annual financial statements have been prepared in accordance with the accounting standards 
and reporting standards applicable to the agency 

• The accounting authority is responsible for establishing and implementing a system of internal 
control, that has been designed to provide reasonable assurance as to the integrity and reliability of 
reported information 

• The external auditors have been engaged to express an opinion on the annual financial statements 
and achievement to predetermined objectives and levels of internal control 

In our opinion, the annual report fairly reflects the operations, performance, and financial affairs of the Chris 
Hani Development Agency for the financial year ended 30 June 2019. 



Thukela Mashologu 
CHIEF EXECUTIVE OFFICER 



Nokulunga Skeyi 
CHAIRPERSON OF THE BOARD 
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The chart above indicates the status of key output deliverables at 30 June 2019. A detailed look at these 
figures is explained below: 

■ A total of 30 deliverables of the 43 (70%) identified for the year have been achieved to within 100% 
or above of the annual target. Of the number of targets achieved, a total of 11 of the 30 (37%) 
have been achieved above the required performance metric (achieved above target). 

■ A total of 6 deliverables of the 43 (14%) identified for the year have been partially achieved to within 
76-99% of the annual target, and 

■ A total of 7 deliverables of the 43 (16%) identified for the year have been not achieved, as they have 
fallen within 0-75% of the annual target. 

The adjusted Annual Performance Report for 2018-19 has shown a decline in overall performance, 
from initially reported 72% overall, to 70% overall performance target achievement. This is met 
with a corresponding increase in Not Achieved targets, which were initially reported at 14%, 
having now increased to 16%. 

This was due to 1 target having been re-classified from “Achieved” to “Not Achieved”, in response 
to findings by the Auditor General 


In compiling the performance figures, the organizational performance was reviewed against the individual 
performance by programme, across each of the 5 key programmes in 2018-2019. 

The performance by programme can be summarized as follows: 

1) To develop a viable and proficient organization 

2) To develop viable and sustainable rural economies 

3) To facilitate investment promotion, SMME development and job creation 

4) To facilitate development of sector-specific scarce skills 


5) To develop strong stakeholder and community engagement for public accountability 


YTD Summary Organisational Performance 2016*19 


Targets for the 
par 


Achieved 

Part Achieved 

Not Achieved 



Strategic Programme 

2016-2019 

Targets Due by 
end war 

100% or > ! 

76% *99% 

75% or < 

Achieved 
Above Target 

% 

PROG 1 

TO DEVELOP A PROFICIENT AND VIABLE 
ORGANISATION 

15 

. _„15_ 

10 

3 

2 

4 

40% 

PROG_2: 

TO DEVELOP VIABLE AND SUSTAINABLE 
RURAL ECONOMIES 

6 

6 

6 

r 

J ...... 2 .. 

0 

2 

33% 

PROG_3; 

TO FACILITATE INVESTMENT PROMOTION 
AND SMME DEVELOPMENT 

4 

4 

1 


■ fl : 

[ v Jmjl- 

1 

100% 

PROG_ 4: 

TO FACILITATE DEVELOPMENT OF SECTOR- 
SPECIFIC SCARCE SKILLS 

__6_ 

6_ ___ 

4 

L o _ 

< . 2 . 

1 

25% 

TO DEVELOP STRONG STAKEHOLDER AND 
COMMUNITY ENGAGEMENT FOR PUBLIC 
ACCOUNTABILITY 

10 

10 

9 

i 

0- 

3 

33% 

Total: 

46 

46 

39. 

6 

7 




100% 


70% 

14% 

16% 

11 

37% 


Figure 2 _ Detailed Organisation Performance by Strategic Programme _ 2018-2019 
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4.2 Summary on Key Successes - Annual for 2018-2019: 

The key areas of notable performance leading to the results in the summary table above have been tabled 
below for easy reference. 

For noting, key achievements for the year have been summarized below: 
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PROG i:TO DEVELOP VIABLE AND SO&TAINA&lf ROlUL t=CdN<5MII& - 1 

Suls -Programme 

Objective 

Ad ual Deliver*bins r Successes Realised 

Irrigation Scheme 

Revitalisation 

Operationalisation of Bilatye Piggery 

0 The p ggery was finaly populated with 200 animals, and a launch event held 

Beef Value Chain 

Development 

Beef linkages Placement with 

Emerging Farmers 

' Artificial Insemination to Improve 

Quality of Beef In Elliot Farmers 

U The placement of weaners with farmers carried forward from last year was finalized, with 2 additional 
farmers being placed with animals over and above approved number 

0 The insemination programme was implemented, with 567 animals being inseminated over 250 in previous 
year. At the end of Qtr4 310 of inseminated animals were assessed, with a 57% confirmed in-calf / 
pregnancy diagnostic 

Vaccination Programme to Support 
Livestock Expansion in Emerging 

Farmers 

3 A total of 353467 smal stock animals were vaccinated in the period starting November 2018 to end June 
2019 in a partnership between CHDM, CHDA and Tairtha Pharma 

Fruit Cluster 

Development 

Technical Support for Fruit Cluster 
Development Programmes 

3 The CHDA was able to provide ongoing technical support and monitoring to the pomegranate site in 
Milford, and the Shiloh vineyard 

_ 

PROG 3: TO FACILITATE INVESTMENT PROMOTION AND SMHE DEVELOPMENT AND JOB CREATION 

Suft-JitiriK 

■Objective- 

An<i,iJ* pEiLv^rabk^ f Successes ft* u 

Investment Promotion 

Facilitation of Investment-enabling 

Infrastructure Improvements and 

Renovations 

£ The agency submitted an application for the industrial park in Komanl, which was subsequently approved 
for R45m towards upgrades and renovations In 2018-2019, CHDA was able to coordinate the required 
stakeholder engagements leading towards implementation on site 
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External 

Agency Communications Plan and 

© The agency achieved in its targeted performance on implementing on its PR and communications plan 

Communications and 

Annual Report 

for the year. The desired performance was achieved, despite budget constraints. 

PR 


© The annual report was developed and issued on time 



30ha Pomegranlte Pilot - Mitford 
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PROG 1: TO DEVELOP A PROFICIENT AND VIABLE ORGANISATION 


Sub 

GbjtfeLivfr 

Arc.! rji ttOll 

PtMtorinanc 


FtfrAian 

RnpEilcd 

Drilled Courtier - MeJSUiCS. Going F 

a io 

?D 19-2020 

Corporate 

Governance and 

ICT steering 


2 sittings held in line with 

Ensure all future sittings 

The agency may need to revise the TOR’s and reduce 

Yes 

Governance 

Oversight 

committee not met 

TOR'S, but second sitting 

convene with the 

the number in the committee, to comprise of fewer 



Structures 

required sittings 

without a quorum 

required number 

Responsible: 

FTiso 

members, making a quorum easier to achieve 



ICT Governance 

Implementation of 
ICT action plan 

below p'anned 

target 

The ICT governance has 

improved in general, but 

significant findings were 

identified m the ICT 

review by interna • audit 

relating to network 

security and patch 
management protocols. 

which resulted in only 

87% of the plan being 

mple merited realising 

only 92% of annual target 

Items identified in the 

ICT vulnerability report 

have been developed 

Into an action plan 

which was already being 

implemented at the end 

of June 2019 

Responsible: 

FMTiso 

The items not resolved by end June 2019 have been 

included in the ICT strategy / action plan for 2019-2020, 
and will form part of ICT reporting on a quarterly basis 

Yes 
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Sill* 

prugfairniw 

QlijOCligt 

Area or Non- 

Performance 

Roa^on 

Action Require 

Internal 

Strategic HRM 

The approved 

The agency closed at 

Improve planning, 

Competencies, 


HRM action ptan 

above the set vacancy 

reporting and monitoring 

Learning and 


was not fully 

rate of 10%, due to delays 

processes on approved 

Growth 


implemented 

in finalizing appointments 
from resignations, and 

additional positions in 

approved organogram. 

action plans 

Resoonsible: 

l 

1 


Also, planned staff 
training and contractual 
arrangements for 
employee wellness with 
parent body not finalized 

on time 

FMTiso 


&u|.iiipcT Caunlcr - Measures Goiritf Forward 


The items not resolved by end June 2019 have been 
induded in the HRM strategy / action plan fix 2019-2020, 
and will form part of ICT reporting on a quarterly basis 

The HRM action plan has become a standing agenda 
item in the HRR committee per quarter, and will now be 
induded as a standing item in the MANCO meetings to 
assist in tracking of performance against set operational 
sub-plans by management staff 
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ISROGilf TOFACiLTfXl 




5411* 

prgQfniiiifTVJ 

CH»j?eiiirt 

AiCd r:l Nan 

p<uror»pancc 

RctfSDH 

Adion 

tUNnlfrii Counter - Measures Going f-orwifitJ 

CJtwri, io 

Investment 

Promotion 

Promotion of 

CHD as 

Preferred 

Investment 

Destination 

Investor event not 

heid 

There was a vacancy in the 
Special Projects portfolio 

throughout the third 

quarter, and all dates set in 

Qtr4 had to be re¬ 
scheduled due to non¬ 
availability of key people 

Improve event pfenning and 
coortfnation activities, to 

allow for events to be 

sufficiently publicized, and 

ensure availability of key 

stakeholders in advance 

The CHDA has planned an itinerary of events for 
marketing the CHD In Its 2019-2020 APP, to help 

boost the various sectors identified as economic 

drivers for the area 

Yes 





Responsible: 







N Nyukwana 



SMME 

Development 

Emerging 

Enterprise 

Support 

i 

Post-funding 

support for fended 

SMME's not 

effected in line 

with needs 

analysis 

There was a vacancy in the 

Special Projects portfolio 

throughout the third 

quarter, and no key 
dedicated person 
responsible for liasing with 

Improve project planning, 
reporting and monitoring 

processes 

Responsible: 

The CHDA has aiso recruited interns to assist the 

PM special projects with Investment Promotion and 
SMME development activities respectively 

Yes 



conducted 

fended SMME s 

N Nyukwana 
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GOAL&TO DEVELOP STRONG STAKEHOLDER AND COMMUNITY PARTNERSHIP 

&ulr 

prsi^r.wfcififcij 

QJ^irCliyc 

Arfrj at Non 

Performance 

ftr-ason 

Action Require*] 

DclaiKul: CoiJkiHr « Mtasyros Cooing Forwanfl 

Cilwri to 

2019 2020 

Partnership 

Management 

Development 

Partnerships 
and Synergies 

The HumKoop 

Section 1b 

partnership was 

not reviewed in 

Qtr3 

Poor reporting and 
oversight on projects 

Improve project planning, 
reporting and monitoring 

processes 

Responsible; 

M Mayekiso 

The CHDA must develop project implementation 

and reporting guidelines, as well as partnership 

selection and management framework to guide such 
going forward 

Yes 
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4) Improvement in partner 
selection and evaluation 


Agency needs to: 


Create a formal method of selecting partners for development projects, so as 
to enter in meaningful MOU's and SLA's, given CHDA's disappointments from 
third parties in the past. 

All partnerships must be based on distinctive competencies the agency does 
not have access to, so all partnerships are mutually beneficial, and reduce the 
likelihood of non-performance on both parties 


A formal method of vetting partners, and monitoring their performance under 
the terms of the MOU are necessary, so un-beneficial partnerships are 
cancelled timeously to mitigate associate strategic risk from non-performance 


5) Improvement in project 
Planning, 

Implementation 
Management, Reporting 

and Evaluation 

Processes 

Agency needs to: 

- Develop a standard framework based on approved project management 
methodologies, such as PMBOK, on which to base project planning, 

implementation, reporting and monitoring processes 

S) Better coordination and 

planning with CHDM and 

LM's 

Agency needs to: 

- Find suitable means of engaging with the parent municipality and local 
municipalities to better package development solutions and harness shared 
budgets. This would position the CHDA as an ally, rather than a competitor, 

and make working partnerships more feasible for all parties 


Non-Performance Issues Outside of Agency's Area of Direct Control 


1) Default on MOU terms by third parties, or non-performance by technical partners 

2) Non-receipt of approved funding for programme implementation 

3) Handover of projects by the parent municipality which may be difficult to fully have control and power over 
anticipated outcomes 

4} Social issues in irrigation schemes, which affect how well the agency is able to fulfil its mandate in these 
areas 
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4.5 Development Initiatives and Projects 

The agency grew its programming line-up in 2018-2019, increasing the number of active projects 
within each strategic programme area. The following development initiatives or projects were 
implemented during the year: 
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2_ To develop 

viable and 

sustainable rural 

economies 

HumKoop 

Working 

Partnerships 

for Qamata 

Irrigation 

Scheme 

New 

Private 

The CHDA was active in the co¬ 
ordination of emerging farmers in 

Qamata sections 1A and 1A 

towards signing a long-term 
partnership agreement with 

Humansdorp Ko-op, which would 

assist farmers with access to 

technical support, inputs and 

infrastructure improvements 

However, challenges related to 

social instability at the scheme in 

2018-2019 resulted in delayed 

implementation of planned 

activities by the private partner 

Ongoing into 

2019-2020 


Operational is 

ation of 

BUatye 

Piggery 

2015-16 

ECDRDLR 

NDA 

The CHDA conducted renovations 

to the existing piggery building in 

Bilatye in the prior year, and had 

intentions to operationalize the 

facility in 2017-18. 

A business plan was developed, 

and funcing applications 

submitted, resulting in approvals 
for funding of operations in 2018- 

19 amounts to R1 million from 

ECDRDLR and R250 000 from 

NDA. 

Animals were placed at the facility 
in 2018-2019, and an active selling 

agreement was in place with a 

local abattoire 

Ongoing into 

2019-2020 


Operationalis 

ation of the 

Qamata 

Mechanisatio 

n Center 

2014-15 

CHDM 

The CHDA has taken on the 

objective of operationalising the 

mechanization center based at 

Qamata irrigation scheme since 

2014. 

The CHDA was in charge of 

operating the center in 2017-18, 

after the end of the operator 

contract given to Dicla Projects in 

2014 to end June 2017. The 

center was able to generate just 

Ongoing into 

2019-2020 
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2_ To develop 

viable and 

sustainable rural 

economies 

Gubenxa 

Deciduous 

Fruit Pilot 

2016-17 

ECDRDAR 

A 3ha fruit pilot site was 

established in Elliot in 2016/17, 

where apples, pears and vine were 

planted as a trial in a partnership 

between CHDA, Distell, Stargro 

and Qwathi-tolo farms in 

Sakhisizwe. To date, 3ha of fruit 

have been planted, and the crop 

site has been monitored to identify 
best performing cultivars. If trial is 
successful, plans are under way to 

possible expand production in the 

future. 

Ongoing in 

2019-2020 


Shiloh 

Vineyard 

Expansion 

Project 

2015-16 

CHDM 

The CHDA, in a partnership with 
FarmVision, planted 5ha of 

vineyard in 2015-16, as an 

expansion to the pre-existing 5ha 

at Shiloh. The aim was to increase 

the quantity of production of wine 

grapes, so as to motivate for the 

establishment of a cellar in the 

future. In 2016-17, the first harvest 

operation was conducted, and the 

grapes processed into Pinotage 

and Chenin Blanc wines, which are 

sold by the Shiloh - based Mayime 

Winery Co-operative, under the 

Inkosi wine brand. 

The Inkosi wines are being sold via 

approved liquor outlets on 

approval of a liquor license in early 

2018-19. 

Ongoing in 

2019-2020 


Pomegranite 

Pilot at 

Mitford 

2015-16 

CHDM 

The pomegranite trial site was 

planted in prior periods, with the 

2017- 18 target being the ongoing 
maintenance and monitoring of the 

existing 30ha crop. The crop was 

maintained throughout the year, 
and fruit harvested in quarter 4 of 

2018- 2019 

Ongoing in 

2019-2020 

3_ To facilitate 

investment 

promotion and 

Operationalis 

ation of the 

Komanl 

2015-16 

DTI 

The CHDA was tasked with the 

mandate of facilitating the work 

being done by the DTI with regards 

Ongoing in 

2019-2020 
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sector - specific 

scarce skills 




initiative since 2013-14, and is in its 

second placement cycle. 

A current 21 students are being 
supported on the bursary fund to 
further their tertiary studies in 
identified scarce skills, ranging 
from agricultural studies, 

engineering, finance and 

accounting, as well as IT and 

tourism. 


4_ To facilitate 
development of 
sector- specific 

scarce skills 

CETA 

Bursary Fund 

New 

CETA 

With engineering being identified 

as a scarce skill in the district, the 

CHDA submitted a funding 

application for bursaries with the 

Construction Seta in 2016-17, 

which was approved for 

implementation in 2017-18. 

A total of 15 young people were 
selected by the CETA, and 

enrolled in vahous institutions of 

higher learning to further their 

studies in engineering. A total of 

11 students were active in 2018- 

2019, as the 4 had been taken off 

the programme due to poor 
academic performance 

Ongoing in 

2019-2020 


Career 

Seminars 

2013-14 

CHDA 

The CHDA hosts career 

exhibitions during the year, 

targeted at both teachers and 

learners. The career seminars 

assist both learners and teachers 

access the latest information on 

career choices, application 

procedures with various 

institutions, as well as access 

bursary information at these 

events. Various bodies are invited 

to present, and setup exhibition 

stands, so as to enable learners to 

Ongoing in 

2019-2020 
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Learner Seminars / Exhibitions 
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Effectiveness of Internal Controls: 

In order to meet its responsibility of providing reliable financial information, the CHDA maintained financial and 
operational systems of internal controls designed to provide reasonable assurance that transactions are 
concluded in accordance with management's authority, that the assets are adequately protected against 
material loss of unauthorised acquisition, use or disposition, and that transactions are properly authorised and 
recorded. The system includes a documented organisational structure and division of responsibility, established 
policies and procedures regularly communicated throughout the organisation, and careful selection, training 
and development of staff. 

CHDA is still operating with an outsourced internal audit unit structure under the guidance of the Board. The 
auditors adopted a risk based audit approach and monitored the operations of the internal control system, 
reported quarterly their findings and recommendations to the Audit, Risk and Ethics Committee, Executive 
Management and the board. Corrective action was taken on remedial actions developed to address control 
deficiencies as they were identified. The Board, operating through its Audit, Risk and Ethics Committee, 
provided oversight of the financial reporting process and internal control system. 

There are inherent limitations in the effectiveness of any system of internal control, including the possibility of 
human error and the circumvention or overriding of controls. Accordingly, even an effective internal control 
system can provide only reasonable assurance with respect to financial statement preparation and the 
safeguarding of assets. In the financial year of reporting, the Audit, Risk and Ethics Committee met with 
management and internal auditors on a quarterly basis to track progress in resolving outstanding internal control 
issues previously raised by the Auditor- General and internal audit. Based on our reviews of the audit 
findings, internal control environment revealed weaknesses, which were then raised with the entity and 
resolved hence the improved Auditor General's audit opinion outcomes of an unqualified audit opinion 
with findings in 2018-2019, which is a slight regression from the clean audit opinion realised in 2017- 
2018. 

Internal Audit: 

The risk-based Internal Audit Plan for 2018-2019 was executed fully, and the following audits were thus 
completed during the year 

• Review of Performance Information (annual and quarterly) 

• Review of Annual Financial Statements 

• Review of Fruitless and Wasteful Expenditure 

• Review of ITC Governance issues 

• Review of SCM 

• Review of HRM 

• Review of Compliance and Governance issues 

• Review of Project Administration and Management 


Our review of the findings of the internal audit work, which was based on the risk assessments conducted in 
the nraanisation revealed certain weaknesses which were then raised with Manaaement 
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Part 6: 

Report by the Company Secretary 



I confirm my role as Company Secretary to the 
CHDA for the period ended 30 June 2019. Section 
88(2)e of the Companies act 71 of 2008 requires a 
company secretary to certify whether the company 
has filed required returns and notices in terms of 
the Act, and whether all such returns and notices 
appear to be true, correct, and up to date. 

I hereby confirm, in my capacity as Company 
Secretary of the Chris Hani Development Agency 
(CHDA), that for the financial year 2018-2019, the 
company complied in terms of the Companies Act 
with regards to governance and filing of the 
necessary lodgements and disclosures. 



Siyathemba Sokutu 

Company Secretariat: Chris Hani Development 

Agency 

15 November 2019 
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Restatement of corresponding figures 

7 As disclosed in note 3$ to the financial statements, the corresponding figures for 

30 June 2018 were restated as a result of an error in the financial statements of the municipal 
entity at and for the year ended, 30 June 2019. 

Responsibilities of Accounting Officer for the financial statements 

8. The accounting officer Is responsible for the preparation and fair presentation of the financial 
statements in accordance with the SA Standards of GRAP and the requirements of the MFMA 
and the Companies Act, and for such internal control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

9. In preparing the financial statements, the accounting officer Is responsible for assessing the 
Chris Kani Development Agency's ability to continue as a going concern, disclosing, as 
applicable, matters relating to going ooncem and using the going concern basis of accounting 
unless the appropriate governance structure either intends to liquidate the municipal entity or 
to cease operations, or has no realistic alternative but to do so. 


Auditor-general's responsibilities for the audit of the financial statements 

10. My objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement whether due to fraud or error, end to issue an 
auditor's report that Includes my opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with the IS Ac will always detect 
a material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, indMduelfy or in aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these financial statements. 

11, A further description of my responsibilities for the audit of the financial statements Is included 
in the annexure to this auditor's report. 



Report on the audit of the annual performance report 


Introduction and scope 

12. In accordance with the Public Audit Act of South Africa, 2004 (Act no. 26 of 2004) (PAA) and 
the general notice issued in terms thereof, I have a responsibility to report material findings on 
the reported performance information against predetermined objectives for selected 
programmes presented in the annual performance report I performed procedures to identify 
findings but not fa gather evidence to express assurance. 

13. My procedures address the reported performance information, which must be based on the 
approved performance planning documents of the municipal entity, l have not evaluated the 


2 
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a number of animals, while the target refers to a percentage of cattle and the reported 
achievement refers to a number of farmers. 

Indicator: Number of technical support progress and monitoring reports developed and approved 

19. The planned targets for this Indicator were not measurable and also not specific in dearly 
identifying the nature and required level of performance, in addition, inconsistencies were 
identified between the planned Indicator number of technical support progress and monitoring 
reports developed and approved, and the planned targets and reported achievements as 
follows: 


Target 

Reported achievement 

Commercialisation of fruit cluster through 
provision of technical support to farmers on 

30ha existing pomegranate crop maintained in 
Mftfond 

, 

4 quarterly technical progress and monitonng 
reports were developed and approved as part 
of technical support provision by the end of 

June 2019 

-* 

Commercialisation of fruit duster through 
provision of technical support to tenners on 

3ha existing fruit (wine grapes and apples) 
planted at Gubenxa/Sakhisizwe LM 

. 3 quarterly technical progress and monitoring 
reports were developed and approved as part 
of technical support provision by the end of 

June 2019 

Commercialisation of fruit duster through 
provision of technical support to existing 
vineyard planted at Shiloh 

! 4 quarterly technical progress and monitoring 
reports were developed and approved as part 
of technical support provision by the end of 

June 2019 

i — 1 


Programme 3 - to facilitate investment promotion and SMME development and job creation 

Number of planned renovation and infrastructure Improvement outputs completed 

20 inconsistencies were identified between the indicator number of planned renovation and 
infrastructure improvement outputs completed, the target facilitation and monitoring of Kimani 
industrial park phase 1B_ infrastructure improvements, and the reported achievement: three 
engagement sessions held since the start of programme, zero quarterly monitoring reports 
were presented. 

21. I was unable to obtain sufficient appropriate audit evidence to support the reported 
achievement of target: facilitation and monitoring of Komanl industrial park phase 1B_ 
infrastructure improvements. This was due to inadequate technical indicator descriptions and 
lack of proper performance management systems that predetermined how ihe achievement 
would be measured, monitored and reported. I was unable to confirm the repotted 
achievement of the indicator by alternative means. Consequently, I was unable to determine 
whether any adjustments were required to the achievement of 3 engagement sessions held 
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report and those selected programmes presented in the annual performance report that have 
been specifically reported In (his auditor's report- 

28. My opinion on the financial statements and findings on the reported performance information 
and compliance with legislation do not cover the other Information and I do not express an 
audit opinion or any form of assurance conclusion tlwreon. 

29. In connection with my audit, my responsibility is to read the other information and, in doing so, 
consider whether the other information is materially Inconsistent with the financial statements 
and the selected programmes presented In the annual performance report, or my knowledge 
obtained in the audit, or otherwise appears to be materially misstated. 

30. I did not receive the ether information prior to the date of this auditor's report. When I do 
receive and read this information, if I conclude that there Is a material misstatement therein, I 
am required to communicate the matter to those charged with governance and request that 
the other information be corrected. If the other Information is not corrected, I may have to 
retract this auditor's report and re-issue an amended report as appropriate. However, if it is 
corrected this will not be necessary. 


Internal control deficiencies _____ _ . 

31. I considered internal control relevant to my audit of the financial statements, reporters 

performance information and compliance with applicable legislation; however, my objective 
was not to express any form of assurance on it The matters reported below are limited to the 
significant internal control deficiencies that resulted in the findings on the annual performance 
report and the finding on compliance with legislation included in this report 

32 The leadership of the municipal entity did not sufficiently oversee the implementation of proper 
performance planning and management practices to provide for the development of 
performance Ind cators and targets. The leadership also did not ensure that proper processes 
were followed to prevent the entity from incurring fruitless and wasteful expenditure. 



East London 


30 November 2019 





AUDITOR O I N « 8 A l 
SOUTH AFRICA 
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4. I also confirm to the accounting officer that I have complied with relevant ethical requiremente 
regarding Independence, and communicate all relationships and other matters that may 
reasonably be thought to have a bearing on my independence and, where applicable, related 
safeguards. 
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Part 8: 

Annual Financial Statements 
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CHRIS HANI DEVELOPMENT AGENCY (SOC) LIMITED 
(REGISTRATION NUMBER 2012/033437/30) 


ANNUAL FINANCIAL STATEMENTS 
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Chris Hani Development Agency (SOC) Limited 

(Registration number 2012/033437/30) 

Annual Rnanoai Statements for the year ended 30 June 2016 

undefined 


The reports and statements set out below comprise the annual financial statements presented to the provincial legislature 


Page 


Directors' Responsibilities and Approval 
Directors' Report 

Statement of Financial Position as at 30 June 2016 
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Statement of Financial Performance for the year ended 30 June 2016 
Statement of Changes in Net Assets for the year ended 30 June 2016 
Cash Flow Statement for the year ended 30 June 2019 
Statement of Comparison of Budget and Actual Amounts 
Accounting Policies 

Notes to the Annual Financial Statements for the year ended 30 June 2016 
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Chris Hani Development Agency (SOC) Limited 

(Registration number 2012/033437/30) 

Annual Financial Statements tor the year ended 30 June 2019 

Directors' Report 


in terms Section 30 of the Companies Act No 71 of 2008 as amended and Section 122{1 M2M3) and 126 (2X3) of the Municipal 
Finance Management Act No 56 of 2003 the following report must be submitted for the year ended 30 June 2019 

1. General review 

There has been no material change in the nature or conduct of the company's business during the year under review. 

The financial statements adequatety disclose the results of the operations for the year under review and the state of the 
company's affairs at 30 June 2019. 

There has been no material fact or occurrence since the end of the year under review on which we consider it necessary to 
report. 

2. Nature of business 

The company has been formed as a local economic development agency of the Chris Hanl District Municipality to develop and 
promote economic growth in the Chris Hani District 

3. Translation of foreign currencies 

CHDA is 100% owned by Chris Hani District Municipality 
- There are no ordinary par value shares only NPV shares (no par value shares). 

4. Dividends 

No dividends have been proposed or declared during the period under review nor are any recommended. 


6. Directors 


The directors of the entity during the year and to the date of this report are os follows: 


Name 

Mr MSIgabi 
Ms. N Skeyl 
Mr. T Mashologu 
Mr S Ngqwala 
Ms. V Mats liza 
Mr R Ramabulana 
Mr P Songo 
Ms F Mushowe 


Nationality changes 

South African 
South African 

South African Resigned 31 December 2018 

South African 

South African 

South African 

South African 

Zimbabwean 
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Chris Hani Development Agency (SOC) Limited 

(Registration number 2012/033437/30) 

Annual Financial Statements for the year ended 30 June 2019 


Statement of Financial Performance for the year ended 30 June 2019 



Ncte(s) 

2019 

R 

2018 

Restated* 

R 

Revenue 




Revenue from exchange transactions 

Project income 

16 

33 192 542 

18 352 260 

Mechanisation centre income 


664 455 

108 175 

Tender fees 


25 000 

99 720 

Agency fees 


70 470 

337 644 

Other income 


55 516 

37 492 

Interest received - investment 

17 

372 337 

360 861 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 


34 380 320 

19 286 152 

Transfer revenue 

Government grants & subsidies 

18 

20 680 000 

20 480 000 

Total revenue 

19 

55 080 320 

39 776 152 


Expenditure 

Employee costs 

20 

(13 667 099) 

(14 065 103) 

Depreciation and amortisation 

21 

ft 591 582) 

(1 595459) 

Finance costs 

22 

(730 445) 

(139 979) 

Lease rentals on operating lease 


(64 463) 

(72 713) 

Repairs and maintanence 

23 

(46 341) 

(47 391) 

Project costs* internal programs 

(628 938) 

(196 550) 

Project costs- external Programs 

24 

(33 192 543) 

(18 352 261) 

General expenses 

25 

(6 941 400) 

(7 083 227) 

Total expenditure 


(56 862 811) 

(41 552 883) 

Deficit for the year 


(1 802 491) 

(1 776 531) 
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Chris Hani Development Agency (SOC) Limited 

(Registration number 2012/033437/30} 

Annual Financial Statements for the year ended 30 June 2019 


Cash Flow Statement for the year ended 30 June 2019 



2019 

2018 

Restated* 


Note(s) 

R 

R 

Cash flows from operating activities 




Receipts 

Grants 


20 057 571 

24 162 441 

rnterest income 


372 337 

360 061 

Receipt from customers 


33 136 201 

18 777 084 



53 566 109 

43 300 386 

Payments 

Employee costs 


(13 667 099) 

(14 065 103) 

Suppliers 


(40 996 60S) 

(26 184 361) 

Interest and penalties on income tax 


(730 445) 

(139 979) 



(55 394 152) 

(40 389443) 

Net cash flows from operating activities 

26 

(1 828 043) 

2 910 943 

Cash flows from investing activities 





Purchase of property, plant and equipment 

8 

(125 055) 

(485117) 

Proceeds from disposal of property, plant and equipment 

8 

38 283 

- 

Purchase of intangible assets 

9 

(14 104) 

(80 314) 

Net cash flows from investing activities 


(100 878) 

(585 431) 

Net increase^ decrease) in cash and cash equivalents 


(1 928 919) 

2 183 488 

Cash and cash equivalents at the beginning of the year 


2 337 407 

153 941 

Cash and cash equivalents at the end of the year 

7 

408 488 

2 337 407 


Annual Report 

CHDA 2018-2019.Pre-Graphic Design Draft 
























Page 112 of 147 


Chris Hani Development Agency (SOC) Limited 

{Registration number 2012/033437/30) 

Annua) Financial Statements for the year ended 30 June 2019 


Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved 

Adjustments 

Final Budget Actual amounts 

Difference Reference 


budget 


on comparable 

between final 




basis 

budget and 





actual 


R 

R 

R R 

R 


Statement of Financial Position 
Assets 


Current Assets 


Receivables from exchange 

- 

« 

- 

1 658 421 

1 658 421 

transactions 






VAT receivable 

- 

- 

- 

413 475 

413 476 

Prepayments 

- 

- 

- 

28 915 

28 916 

Cash and cash equivalents 

* 

- 

* 

408 488 

408 488 


- 

- 

* 

2 509 299 

2 509 299 

Non-Current Assets 






Property, plant and equipment 

(420 000) 

320 000 

(100 000) 

14 502 311 

14 602 311 

Intangible assets 

{52 550) 

22 550 

(30 000) 

133 026 

163 026 


(472 560) 

342 560 

(130 000) 

14 835 337 

14 765 337 

Total Assets 

(472 550) 

342 550 

(130 000) 

17 144 636 

17 274 636 


Liabilities 

Current Liabilities 

Payables from exchange 
transactions 

Unspent conditional grants and 
receipts 

- 

- 

- 

4 758 969 

4 797 072 

4 758 969 

4 797 072 


- 

- 

- 

9 656 041 

9 666 041 

Total Liabilities 

- 

- 

- 

9 556 041 

9 556 041 

Net Assets 

(472 550) 

342 550 

(130 000) 

7 588 595 

7 718 595 

Net Assets 

Net Assets Attributable to 

Owners of Controlling Entity 
Translation of foreign currencies 




1 000 

1 000 

Reserves 

Accumulated surplus 

{472 550) 

342 550 

(130 000) 

7 587 595 

7 717 595 

Total Net Assets 

(472 550) 

342 550 

(130 000) 

7 588 695 

7 718 695 
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Chris Hani Development Agency (SOC) Limited 

(Registration number 2012/033437/30) 

Annual Financial statements for the year ended 30 June 2019 

Accounting Policies 


1.6 Significant judgements and estimates (continued) 

Estimates 

Estimates are informed by historical experience, information currently available to management, assumptions, and other 
factors that are believed to be reasonable under the circumstances These estimates are reviewed on a regular basis. 
Changes in estimates that are not due to errors are processed in the period of the review and applied prospect!vety. 

Depreciation and amortisation 

Depreciation and armotisation recognised on property.ptant and equipment and intangible assets are determined with 
reference to the useful lives and residual values of the underlying Items. The useful lives and residual values of the assets 
are based on managements estimation of the assets condition, expected condition at the end of the period in use, its 
current use. expected future use and entity's expectations about the availability of finance to replace the asset at the end of 
its useful life, in evaluating how the condition and the use of the asset informs the useful life and residual value 
management considers the impact of technology and minimum service requirements of the assets 

Effective interest rate 

The entity uses an appropriate interest rate taking into account guidance provided in the standards, and applying 
professional Judgement to the specific circumstances to discount future cashflows. The entity used the prime interest rate 
where required. 

1.6 Financial instruments 

initial recognition 

The entity recognises a financial asset or a financial liability in its statement of financial position when, and only when, the 
entity becomes a party to the contractual provisions of the instrument This is achieved through application of trade date 
accounting 


Upon initial recognition the entity classifies financial Instruments or their component parts as financial liabilities, financial 
assets or residual interests in conformity with the substance of the contractual arrangement and to the extent that the 
instrument satisfies the definitions of a financial liability, a financial asset or a residual interest 

Financial instruments are evaluated, based on their terms, to determine if those instruments contain both liability and 
residual interest components (i.e. to assess If the instruments are compound financial instruments). To the extent that an 
instrument is In fact a compound instrument, the components are classified separately as financial liabilities and res r dual 
interests as the case may be. 
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Chris Hani Development Agency (SOC) Limited 

{Registration number 2012/033437^0} 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.6 Financial instruments {continued) 

Subsequent measurement of financial assets and financial liabilities 
Concessionary Loans 

The part of consesslonary loans that is a social benefit or non exchange revenue Is determined as the difference between 
the fair value of the loan and the loan proceeds, either paid or received. 

After initial recognition, an entity measures concensskxiary loans in accordance with the subsequent measurement criteria 
set out for all financial instruments. 

Trade and other receivables 

Trade and other receivables are initially recognised at fair value plus transaction costs that are directly attributable to the 
acquisition and subsequently stated at amortised cost, less provision for impairment. All trade and other receivables are 
assessed at least annually for possible Impairment. Impairments of trade and other receivables are determined in 
accordance with the accounting policy for impairments. Impairment adjustments are made through the use of an allowance 
account. 

Bad debts are written off in the year in which they are identified as irrecoverable. Amounts receivable within 12 months ftom 
the reporting date are classified as current, interest is charged on overdue accounts 


Cash and cash equivalents 

Cash and cash equivalents are measured at amortised cost. 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid investments that are held 
with registered banking institutions with matuhties of three months or less and are subject to an insignificant risk of change 
in value. 

For the purposes of the Cash Flow Statement, cash and cash equivalents comprise cash on hand and deposits held on call 
with banks. 

Trade and other payables 

Trade payables are initially measured at fair value plus transaction costs that are directly attributable to the acquisition and 
are subsequently measured at amortised cost using the effective interest rate method. 

Derecognition 

Financial assets 

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is 
derecognised where: 

(a) The rights to receive cash flows from the asset have expired. 

(b) The entity retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in 
full without material delay to the a third party under a pass-through arrangement or. 

{c)The entity has transferred its rights to receive cash flows from the asset and either 
- Has transferred substantially all the risks and rewards of the asset, or 

- Has neither transferred nor retained substantially ail the risks and rewards of the asset, but has transferred 
control of the asset. 


14 


Annual Report 

CHDA 2018-2019 _ Pre-Graphic Design Draft 




Page 118 of 147 


Chris Hani Development Agency (SOC) Limited 

(Registration number 2012/033437/30) 

Annua! Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.6 Financial instruments (continued) 
impairments 

All financial assets measured at amortised cost, or cost, are subject to an impairment review The entity assesses at the 
end of each reporting period whether there is any objective evidence that a financial asset or group of financial assets is 
impaired. 

For financial assets held at amortised cost: 

The entity first assesses whether objective evidence of impairment exists individually for financial assets that are 
individually significant and individually or collectively for financial assets that are not individually significant. If the entity 
determines that no objective evidence of impairment exists for an individually assessed financial asset, whether significant 
or not, it includes the asset In a group of financial assets with similar credit risk characteristics and collectively assesses 
them for impairment. Assets that are individually assessed for impairment and for which an impairment loss is or continues 
to be recognised are not included in the collective assessment of impairment. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised (such as an improvement in the debtors credit rating), the previously 
recognised impairment loss shall be reversed either directly or by adjusting an allowance account The reversal shall not 
result in a carrying amount of the financial asset that exceeds what the amortised cost would have been had the impairment 
not been recognised at the date the impairment is reversed. The amount of the reversal is recognised in surplus or deficit. 

For financial assets held at cost 


If there Is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured 
as the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed 

Policies relating to specific financial instruments 

Investments at amortisation cost 

Investments, which include listed government bonds, unlisted municipal bonds, fixed deposits and short term deposits 
Invested in a registered commercial banks are categorised as financial instruments at amortised cost and are subsequently 
measured at amortised cost. 

Where investment have been Impaired the canying value is adjusted by the impairment loss, which is recognised as an 
expense in the period that the impairment Is Identified. 

On disposal of the investment the difference between the net disposal proceeds and the carrying amount is charged or 
credited to the Statement of Financial Performance. 

Investment at fair value 

investments, which represent investments In residual interest for which fair value can be measured reliably, are 
subsequently measured at fair value. 

Gains and losses in the fair value of such nvestments are recognised n the Statement of Financial Performance. 
Investments at cost. 

(nvestments at cost, which represent investments in residual interest for which there is no quoted market price and for 
which fair value cannot be measured reliably , are subsequently measured at cost 


1.7 Property plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used 
during more than one period. 
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Chris Hani Development Agency (SOC) Limited 

(Registration number 2012/033437130) 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.7 Property, plant and equipment (continued) 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit 
when the item Is derecognised The gain or loss arising from the derecognition of an item of property, plaint and equ pment 
is determined as the difference between the net disposal proceeds, if any. and the carrying amount of the item. 


Impairments. 

The entity tests for impairment where there is an indication the an asset may be impaired. An assessment of whether there 
is an indication of possible Empaiment is to each reporting date Where the carrying amount of an item of property plant and 
equipments greater than the recoverable amount (or recoverable service amount) It is written down immediately to its 
recoverable amount(or recoverable service amount) and an impairment loss is charged to the statement to the statement of 
Financial Performance. 

Where items of property plant and equipment have been impaired the carrying amount value is adjusted by the impairment 
toss T which is recognised as an expense in the Statement of Financial Performance in the period that the impairment is 
identified. 

An impairment is reversed only to the extent that the asset's carryig amount does not exceed the caning amount that would 
have been determined had no impairment been recognised. A reversal of the impairment is recognised In the Statement of 
Financial Performance. 

Derecognition 

in terms of property plant and equipment are derecognised when the asset ^s disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset The gain or loss arising on the disposal or 
retirement of an item of property plant and equipment is determined as the difference between the sales proceeds and the 
carrying value and Is recognised in the Statement of Financial Performance 


1.8 Intangible assets 

An asset is identifiable if it either 

• is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or 
exchanged, either individually or together with a related contract, Identifiable assets or liability, regardless of 
whether the entity intends to do so; or 

• arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the entity or from other nghts and obligations. 

An intangible asset is recognised when: 

* it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the entity; and 

* the cost or fair value of the asset can be measured reliably 

The entity assesses the probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent management's best estimate of the set of economic conditions that will exist over 
the useful life of the asset 

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is 
measured at its fair value as at that date. 

Intangible assets are subsequently carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset Is regarded as having an indefinite useful life when, based on all relevant factors, there is no 
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential. 
Amortisation is not provided for these intangible assets, but they are tested for Impairment annually and whenever there is 
an indication that the asset may be impaired. For ail other intangible assets amortisation is provided on a straight line basis 
over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 
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Chris Hani Development Agency (SOC) Limited 

{Registration number 2012/033437/30) 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.9 Provisions a nd contingencies (continued) 

• the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in 
accordance with the Standard of GRAP on Revenue from Exchange Transactions. 

1.10 Impairments 

Cash-generating assets are assets managed with the objective of generating a commercial return An asset generates a 
commercial return when it is deployed in a manner consistent with that adopted by a profit-oriented entity. 

Impairment is a toss in the future economic benefits or service potential of an asset, over and above the systematic 
recognition of the toss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups or assets 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and Income 
tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and Its value In use. 


UsefU life is either 

(a) the period of time over which an asset is expected to be used by the entity; or 

(b) the number of production or similar un:ts expected to be obtained from the asset by the entity. 

1.11 Employe* benefits 
Short-term employee benefits 

Short term employee benefits encompasses all those benefits that become payable m the short term, i.e within a financial 
year or within 12 months after the financial year. Therefore, short term employee benefits include remuneration, 
compensated absences and bonuses. 

Short term employee benefits are recognised in the Statement of Financial Performance as services are rendered, except 
for non-accumulating benefits, which are recognised when the specific event occurs. These short term employee benefits 
are measured at their undiscounted costs In the period the employee renders the related service or the specific event 
occurs. 

Defined contribution plans 

Contributions made towards the funa are recognised as an expense In the Statement of Financial Performance in the 
period that such contributions become payable. This contribution expense is measured at the undiscounted amount of the 
contribution paid or payable to the fund A liability is recognised to the extent that any of the contributions have not yet been 
paid. Conversely an asset Is recognised to the extent that any contributions have been paid in advance. 

1.12 Leases 

A lease is classified as a finance lease if it transfers substantially ail the risks and rewards Incidental to ownersh p A lease 
is classified as an operating lease if it does not transfer substantially all the hsks and rewards incidental to ownership 

When a lease includes both land and buikftngs elements, the entity assesses the classification of each element separately 
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Chris Hani Development Agency (SOC) Limited 

(Registration number 2012/033437/30) 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.13 Revenue from exchange transactions (continued) 

(a) The entity retains neither continuing managerial involvement to the degree usually associated with ownership nor 
effective control over the goods sold; 

(b) The amount of revenue can be measured reliably; and 

(c) tt Is probable that the economic benefits or service potential associated with the transaction will flow to the entity and 
the costs incurred or to be incurred in respect of the transaction can be measured reliably 

Revenue arising out of situations where the entity acts as an agent on behalf of another entity (the principal) is limited to the 
amount of any fee or commission payable to the entity as compensation for executing the agreed services 

Measurement 

Revenue from exchange transactions is measured at the fair value of the consideration received or receivable taxing into 
account the amount of any trade discounts and volume rebates allowed by the entity. 

Expenditure from exchange transactions 

Expenses directly associated with the generation of exchange revenue are recognised in the same period as the revenues 
are recognised, rather than in the period in which the expenses are incurred: 


Rendering of servlets 


When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion or the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

* the amount of revenue can be measured reliably; 

* it is probable that the economic benefits or service potential associated with the transaction will flow to the entity. 

* the stage of completion of the transaction at the reporting date can be measured reliably; and 

* the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the 
stage of completion. When a specific act is much more significant than any other acts, the recognition of revenue is 
postponed until the significant act is executed 

When the outcome of the transaction Involving the rendering of services cannot be estimated reliably, revenue Is 
recognised only to the extent of the expenses recognised that are recoverable. 

Service revenue ts recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by services performed to date as a percentage of total services to be performed 

Interest income 

Revenue arising from (he use by others of entity assets yielding interest, royalties and dividends or similar distributions >s 
recognised when: 

* it is probable that the economic benefits or service potential associated with the transaction wi$l flow to the entity, 
and 

* The amount of the revenue can be measured reliably 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

1.14 Revenue from non-exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by an entity, which 
represents an increase in net assets, other than increases relating to contributions from owners 

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential 
embodied in the asset is required to be consumed by the recipient as specified or future economic benefits or service 
potential must be returned to the transferor. 
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Chris Hani Development Agency (SOC) Limited 

{Registration number 2012/033437/30) 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.18 Irregular expenditure 

Irregular expenditure is expenditure that is in contrary to the Municipal Finance Management Act {Act No.56 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No 20 of 1998) or is in contravention of 
the economic entity's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance 

1.19 Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care 
been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.20 Recovery of irregular fruitless and wasteful expenditure 

The recovery of irregular, fruitless and wasteful expenditure is based on legislated procedures, and is recognised when the 
recovery thereof from the responsible officials is probable. The recovery of irregular, fruitless and wasteful expenditure is 
recognised as other income 

1.21 Post-reporting events 

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and 
the date when the financial statements are authorised for issue Two types of events can be identified 

* those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting 
date); and 

* those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date) 


The entity will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date 
once the event occurred. 

The entity will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate 
cannot be made in respect of all material non-adjusting events, where non-disclosure could Influence the economic 
decisions of users taken on the basis of the financial statements 

1.22 Related parties 

The entity has processes and controls in place to aid in the identification of related parties. A related party is a person or an 
entity with the ability to control or jointty control the other party, or exercise significant influence over the other party, or vice 
versa, or an entity that is subject to common control, or joint control Related party relationships where control exists are 
disclosed regardless of whether any transactions took place between the parties during the reporting period 

Where transactions occurred between the entity any one or more related parties, and those transactions were not within: 

(a) normal supplier and/or client/recipient relationships on terms and conditions no more or less favourable than those 
which it is reasonable to expect the entity to have adopted If dealing with that Individual entity or person in the same 
circumstances; and 

(b) terms and conditions within the normal operating parameters established by the reporting entity's legal mandate 

Further details about those transactions are disclosed in the notes to the financial statements. Information about such 
transactions is disclosed in the financial statements 
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Accounting Policies 


1.26 Sorrowing costs (continued) 

Borrowing costs that are directly attributable to the acquisition, construction or production or a qualifying asset are capitalised 
as part of the cost of that asset when tt is probable that they will result in future economic benefits or service potential to the 
entity, and the costs can be measured reliably. The entity applies this consistently to all borrowing costs that are directly 
attributable to the acquisition, construction, or production of all qualifying assets of the entity. The amount of borrowing costs 
eligible for capitalisation is determined as follows 

* Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any 
investment income on the temporary investment of those borrowings. 

* Weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose of 
obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred. 

The capitalisation of borrowing costs commences when all the following conditions have been met: 

* expenditures for the asset have been incurred, 

- borrowing costs have been incurred; and 

* activities that are necessary to prepare the asset for its intended use or sale are undertaken. 

When the carrying amount or the expected ultimate cost of the qualifying asset exceeds its recoverable amount or recoverable 
service amount or net realisable value or replacement cost, the carrying amount is written down or written off in accordance 
with the accounting policy on Impairment of Assets as per accounting policy number 1 2 and no In certain circumstances, 
the amount of the write-down or write-off is written back in accordance with the same accounting policy. 

Capitalisation is suspended during extended periods in which active development Is suspended. 

Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use or sale 
are complete 


When the entity completes the construction of a qualifying asset in parts and each part is capable of being used wMe 
construction continues on other parts, the entity ceases capitalising borrowing costs when it completes substantially all the 
activities necessary to prepare that part for its intended use or sale 

All other borrowing costs are recognised as an expense in the period In which they are incurred 

Notes to the Annual Financial Statements for the year ended 30 June 2019 

2019 2018 

R R 


2. New standards and interpretations 

2.1 Standards and interpretations effective and adopted in the current year 

In the current year, the entity has adopted the following standards and interpretations that are effective for the current 
finan cial year and that are relevant to its operations 

standard/ Interpretation: Effective date: Expected impact: 

Years beginning on or 
after 

• GRAP 17 (as amended 2016) Properly, Plant and 01 April 2018 
Equipment 

3. Receivables from exchange transactions 

Trade and other receivables 1 656 421 84 678 


4. Receivables from non-exchange transactions 

Government grants and subsidies 1198 185 
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Notes to the Annual Financial Statements for the year ended 30 June 2019 

2019 2010 

R R 


7. Cash and cash equivalents 
Cash and cash equivalents consist of: 


Cash on hand 
Bank balances 
Short-term deposits 

408 488 2 337 407 


404 35 

402 771 2 332 661 

5 313 4 711 


The entity had the following bank accounts 


Account number / description 

Bank statement balances 


Cash book balances 


30 June 2019 

30 June 2018 30 June 2017 

30 June 2019 

30 June 2018 

30 June 2017 

FNB MAIN 623 636 541 56 

383 889 

192 264 

92 096 

383 889 

192 264 

92 096 

FNB SKILLS 623 960 856 99 

1 743 

484 812 

31 101 

1 743 

484 812 

31 101 

FNB INV 623 789429 18 

5 313 

4711 

4 374 

5 313 

4 711 

4 374 

FNB DEA 624 578 562 96 

3 914 

1 606 912 

9 663 

3 914 

T 606 912 

9 663 

FNB CALL 625 418 515 74 

3 709 

3 991 

10 594 

3 709 

3 991 

10 594 

FNB MECH 625 407 434 83 

8 010 

38 828 

5 515 

8 010 

38 828 

5 515 

FNB PETTY 625 407 426 83 

1 510 

5 854 

598 

1 510 

5854 

598 

Total 

408 088 

2 337 372 

163 941 

408 088 

2 337 372 

153 941 


8. Property, plant and equipment 



2019 


201 6 

Cost/ 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

depreciation 

Valuation 

depreciation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Land 

2 567 329 

. 

2 567 329 

2 567 329 

- 

2 567 329 

Buildings 

11 744 409 

(1 224 314} 

10 520 095 

11 744 409 

(637 094) 

11 107 315 

Furniture and fixtures 

1 031 845 

(498 614) 

533 231 

1 031 645 

(349 371) 

682 474 

Motor vehicles 

1 031 511 

(670 731) 

360 780 

1 031 511 

(464 428) 

567 083 

Office equipment 

640 428 

(447 163) 

193 265 

640 426 

(246 500) 

393 928 

IT equipment 

1 218 784 

(891 173) 

327 611 

1 155 397 

(620 643) 

534 754 

Total 

18 234 306 

(3 731 996) 

14 602 311 

18 170 919 

(2 318 036) 

15 852 883 
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Notes to the Annual Financial Statements for the year ended 30 June 2019 

2019 2018 

R R 


9. Intangible assets 



2019 


2018 

Cost/ 

Accumulated Carrying value 

Cost / 

Accumulated Carrying value 

Valuation 

amortisation 

Valuation 

amortisation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Compiler soflware(finite) 

696136 

(563110) 

133 026 

682 033 

(408 872) 

273161 


Reconciliation of intangible assets * 2019 


Computer software(finite) 

Opening 

balance 

273161 

Additions 

14104 

Amortisation 

(154 239) 

Total 

133026 

Reconciliation of intangible assets - 2018 

Computer Software (finite) 

Opening 

balance 

361296 

Additions 

80 314 

Amortisation 

(168 451) 

Total 

273161 


Pledged as security 


There are no items of intangible assets that are pledged as security. 


10. Payables from exchange transactions 

Trade payables 

2 956 162 

13 621 

Payroll payable 

252 817 

20 

Provision for Perfromance Bonus 

1202 692 

1 014 469 

Provision for 13th cheque 

53 653 

44 936 

Leave pay acrual 

293 645 

346 713 


4758 969 1 419 759 


11. Payables from non-exchange transactions 



Income tax payable 

- 

3 024 818 

12. VAT payable 



VAT payable 

- 

458610 
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Notes to the Annual Financial Statements for the year ended 30 June 2019 

2019 2018 

R R 


18. Government grants and subsidies 
Operating grants 

CHDM Operating grant 20 680 000 20 480 000 

Conditional and Unconditional 

Included under revenue as project income are the following grants and subsidies received and the balance have been 
recognised as unspent grants in note 12: 


Chris Hani District Municipality * Irrigation Schemes 

Balance unspent at beginning of year 1052 228 

Current-year receipts 3 399 483 4 526 316 

Condffions met - transferred to revenue (4 451711) (3 474 088) 

" 1052 228 


Grant Purpose 

To support revitalisation of the irrigation schemes 
CHDM Agncultural Production Support 

Balance unspent at beginning of year 136 929 136 929 


Grant Purpose 

To support crop production in the region with production inputs. 

IDC Mechanisation Centre Grant 
CHDM SEZ Facilitation 

Balance unspent at beginning of year 587 073 969 430 

Conditions met - transferred to revenue - (382 357) 

587 073 587 073 


Grant Purpose 

To facilitate planning and development of master plans for revitalisation of Komarti Industrial Part 
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Notes to the Annual Financial Statements for the year ended 30 June 2019 

2019 2018 

R R 


18. Government grants and subsidies (continued) 

Grant Pupose 

Funding for livestock vaccination program in partnership vwth Tafrtfia Pharma 

19. Revenue 


Project income 

33 192 542 

18 352 260 

Mechanisation Centre Income 

664 455 

108 175 

Tender fees 

25 000 

99 720 

Agency fees 

70470 

337 644 

Other income 

55 516 

37492 

interest received - investment 

372 337 

360 861 

Government grants & subsidies 

20 680 000 

20 480 000 

The amount included in revenue arising from exchanges of goods or 
services are as follows: 

55 060 320 

39 776 152 

Agency services 

33 192 542 

18 352 260 

Mechanisation Contra own income 

664 455 

108 175 

Tender fees 

25 000 

99 720 

Agency fees 

70 470 

337 644 

Other income 

55 516 

37 492 

Interest received * investment 

372 337 

360 861 


34 380 320 

19 296 152 


The amount included in revenue arising from non-exchange transactions 
is as follows: 


Transfer revenue 

Government grants & subsidies 20 680 000 20 480 000 
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Notes to the Annual Financial Statements for the year ended 30 June 2019 



2019 

2010 


R 

R 

24. Project cost- external projects 



Other Contractors 

33 192 543 

18 352 261 

Detail of Project Cost - External programs 

DEA Lukhanji recycling centre implementation costs 

16 664 076 

3 973473 

DEA Lukhanji recycling centre planning and management costs 

1563 022 

033 026 

Other Events and programs 3EZ 

- 

302 357 

CHDM - Investment Promotion/SMME Devevelopment Expenditure 

4 199 474 

3476 438 

CHDM Busary Fund Grant 

2656 059 

1 764 843 

ECDRDAR_Project Implementation Expenditure 

2766 601 

2613968 

CETA - Skills Grant Expenditure 

193 759 

1 059 591 

CHDMjrr Shiloh Expenditure 

045 417 

183 729 

CHDMjrr Pomergranate Expenditure 

71 982 

128 442 

CHDMjrr Ikhephu Expenditure 

220 045 

60 426 

CHDMjrr Ibuyambo ELM Expenditure 

- 

793 173 

CHDMjrr Production Input 

1 198 

106 705 

CHDMjrr QMC Expenditure 

3 313071 

2175290 

CHDM Livestock improvement 

695 440 

- 


331S2S44 18352261 


25. General expenses 


Accounting fees 

8 400 

- 

Advertising 

241746 

394 416 

Auditors remuneration 

1 866 494 

1 8X 674 

Bank charges 

50 231 

X 118 

Cleaning 

62174 

66 196 

Asset transfers 

15 368 

20 694 

Entertainment 

120 802 

133 068 

Insurance 

164 532 

IX 798 

IT expenses 

250 708 

335 XI 

Motor vehicle expenses 

1680 

- 

Fuel and oil 

118 606 

111508 

Postage and courier 

3 396 

3 852 

Printing and stationery 

172 950 

240 457 

Security 

153 943 

78 375 

Software expenses 

366 283 

303 644 

Subscriptions and membership fees 

26 509 

12 278 

Telephone and tax 

131 044 

120 277 

Travel-local 

696103 

623136 

Travel - overseas 

* 

1X412 

Annual report 

71 125 

63 743 

Corporate research 

105 841 

X 096 

Write off of interest from SARS 

- 

19X1 

Electricity 

113114 

89 341 

Rates 

10 406 

9 IX 

Other board expenses(Training,travel and secretariat) 

1080 933 

1073 362 

Board fees 

842 750 

005X1 

Staff gifts and welfare 

7 878 

3 021 

HRtPayroll services 

- 

778 

Recruitment costs 

3164 

10X7 

Board tools of trade 

22 394 

15 815 

Staff training and development 

231 946 

346 OX 

Office consumables/sundries 

- 

299 


6 941 400 7 083 227 
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Notes to the Annual Financial Statements for the year ended 30 June 2019 

2019 2018 

R R 


29. Commitments 

AUTHORISED CAPITAL EXPENDITURE 


Already contracted for but not provided for 

• Properly, plant and equipment 8 950157 1883110 


Total capital commitments 

Already contracted for but not provided for 

8 950 157 

1883110 

AUTHORISED OPERATIONAL EXPENDITURE 



Already contracted for but not provided for 
* Authorised operational expenditure 

275137 

179 924 

Total operational commitments 

Already contracted for but not provided for 

275137 

179 924 

Total commitments 



Total commitments 

Authorised capital expenditure 

Authorised operational expentfture 

8 950 157 

275 137 

1883110 
179 924 


9 225 294 

2 063 034 

This committed expenditure relates to projects and will be 
projects, retained surpluses, funds internally generated, etc. 

financed by available bank balance, and funds received for 

Operating Lease Commitments 



Minimum lease payments due 
-within one year 
- in second to fifth year inclusive 

70 323 

5 860 

70 323 
76183 


76183 

146 506 


The lease is for 2 photocopier machines started on the 14th of July 2017 for a period of 3 years. Rent is paid as the agreed 
rates as per the contract and there is no escalation expected and no restrictions imposed. 

30. Contingent liabilities 


No Contingent liabilities expected in the current franco! year. 
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Notes to the Annual Financial Statements for the year ended 30 June 2019 


32. Directors* emoluments 

Non-executive 

2019 



Directors'fees 

Committees 

fees 

Total 

Mr.MSigabi 

132 000 

* 

132 OX 

Ms.NSkeyi 

IX 750 

- 

1X750 

Mr. PSongo 

86000 

- 

86 OX 

Mr, S Ngqwata 

58 000 

- 

58 OX 

M\ R Ramabulana 

62 000 

- 

62 OX 

Ms, V Matsiiiza 

47 000 

- 

47 OX 

Ms, FMushowe 

47 000 

- 

47 OX 

Ms A Kretzmann 

- 

13 OX 

130X 

Mr, W Ptaatjies 

- 

28 OX 

28 OX 

Mr. LGalada 

- 

28 OX 

28 OX 

W'.AM Langa 

- 

28 OX 

28 OX 

M\ J Mbawuf 

- 

133 OX 

133 OX 


612 750 

2X OX 

842 750 


2G1B 



Directors' fees 

Committees 

fees 

Total 

Mr. MSJgabi 

95 771 

* 

95771 

Ms.NSkeyi 

191948 

. 

191 948 

Mr. PSongo 

47 OX 

* 

47 OX 

Mr.SNgqwaJa 

61 OX 

- 

61 OX 

fA. R Ramabulana 

68 750 

* 

68 750 

Ms. V Matsiiiza 

34 OX 

- 

34 OX 

Ms. FMushowe 

59 417 

- 

59417 

Mr. W Ptaatjies 

- 

46 OX 

46 OX 

MT. LGalada 

- 

41 OX 

41 OX 

M* AM Langa 

- 

46 OX 

46 OX 

Mr. JMbami 

- 

114 775 

114 775 


557 886 

247 775 

805 661 


33. Risk management 


Liquidity risk 


The entity's risk to UquKfity is a result of the funds available to cover future commitments. The entity manages liquidity risk 
through an ongoing review of future commitments and credit facilities. 


At X June 2019 
Trade and other payables 


Less than 1 
year 

4 758 967 


Between 1 and 
2 years 


Between 2 and 
5 years 


Over 5 year 


At X June 2018 
Trade and other payables 


Less than 1 Between 1 and Between 2 and Over 5 year 

year 2 years 5 years 

1419759 
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Notes to the Annual Financial Statements for the year ended 30 June 2019 

Financial instruments disclosure (continued) 

Trade and other payables from exchange transactions 

1419 759 

1419 759 

Taxes and transfers payable (non-exchange) 

3024 818 

3 024 818 

Unspent concStionaJ grants and receipts 

5 517 542 

5 517 542 


10 420 729 

10 420 729 

Residual interest 


At cost 

Total 

Share capital / contributed capita? 

Financial instruments in Statement of financial performance 

1000 

1000 

2019 


At amortised 
cost 

Total 

interest income (calculated using effective interest method) for financial 
instruments at amortised cost 

372 337 

372 337 

Interest expense (calculated using effective interest method) for financial 
instruments at amortised cost 

(730 445) 

(730 445) 


(358 108) 

(358108) 

2018 


At amortised 
cost 

Total 

Interest income (calculated using effective interest method) for financial 
instruments at amortised cost 

360 861 

360861 

Interest expense (calculated using effective interest method) for financial 
instruments at amortised cost 

(139979) 

(139 979) 


220 882 

220 882 

35. Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure beginning of the year 

139979 

_ 

Fruitless and wasteful expenditure current year 

923617 

166 225 

Less Amount recovered 

<17 011} 

(6 615) 

Less Amount wnttem off 

(176160) 

(19 631) 

Fruitless and wasteful expenditure awaiting resolution 

870 425 

139 979 

36. Irregular expenditure 

Add: Irregular Expenditure - current year 

441S2 

* 


Details of irregular expenditure - current year 

Procurement through quotations ^lile it is above 44 152 

treshhold 

37. Deviation from SCM processes 
Supply chain management regulations 
There were no deviations in 2018/19 financial year. 
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Notes to the Annual Financial Statements for the year ended 30 June 2019 


39. Prior period errors (continued) 

Statement of financial position 

Property, plant and equipment was previously reported as 15 900 601 

Less Accumulated depredation due to changes in redassfica of bfinds and (47 718) 

air conditioners 

PPE after changes have been made 15 652 883 

Payables from exchange transactions as previously reported 403 385 

Add trade payable amount that was not accounted for _ 1 904 

Payatnes from exchange transactions after changes have been effected 405 289 

income tax liablity as previot£iy reported 2 862 772 

Add income tax riabHity difference after assessment 162 406 

3024 818" 

vat payable as previously reported 458 859 

Less Vat payable overstated (248) 

Vat payable after changes has been effected 458 611 

Add Pfoviswn for performance bonus 1 014 470 

Provision for performance bonus after changes has been effected 1 014 470 

Dcfferod tax liability as previous recorded 14 441 

Add deferred tax understated _ 85 148 

Vat payable after the changes have been effected 99589~ 


Statement of Financial Performance 

Opening accumulated surplus 

10428 684 


Less Increase accumulated depreciation 

(47 718) 

- 

Less Increase in payables from exchange transactions 

(1 904) 

- 

Add Decrease in VAT payable 

248 

- 

Less increase in income tax liability 

(162 045) 

* 

Less Deferred Tax liability inderstated 

(85148) 

- 

Less increase in provision for performance bonus 

(1014 470) 

- 

Accumulated surplus after net changes 

9117 647 
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